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~ HARMFUL EFFECTS OF INDUSTRIAL COMBINATION: 
a ON LABOR CONDITIONS 


— By Joun WILLIAMs, 


President Amalgamated Association of Iron, Steel and Tin Workers, Pittsburgh. — 


The last decade has seen a great industrial advancement, but 7% 
we have also witnessed a more proportionate growth of monopolies. _ 
A combination of business interests ought to be a blessing to humanity, 
and would be so if the promoters kept in view the welfare of the 
masses, but under a system of private gain or self-appropriation at 
any cost it proves to be a curse. . 

John D. Rockefeller, president of the Standard OilCompany, ina 
written statement submitted to the Industrial Commission, January a 
10, 1900, gave the following as some of the advantages of industrial 
combinations: (1) Command of necessary capital; (2) extension of 
limits of business; (3) economy of business; (4) power to give the 
public improved products at less prices and still make a profit for 
stockholders; and (5) permanent work and good wages for laborers. 

That the great industrial combinations have succeeded in com- — 
manding the necessary capital will hardly be questioned. That 
they have succeeded in extending the limits of business is an acknowl- 
edged fact. That they have mastered the principle of economy will 
be accepted without contradiction, so far as they apply to working _ 
conditions and decreased cost of production. That they have the 
power to give the public improved products at less prices, while 
true, does not follow out in general practice. That they make a> 
profit for stockholders is evidenced by their immense earning power, 
and by the high prices for which they sell their product. That they 
furnish permanent work and good wages for laborers is not borne 
out, taking as a criterion the largest combination in the steelindustry, = =— 
the United States Steel Corporation. Not over five per cent of their af : i. 
men earn over $5.00 per day, twenty-three per cent receive $2.50 
up to $5.00 per day and seventy-two per cent $2.50 per day or less. 

For common labor the average price in all their plants is about = 
sixteen cents per hour, computed on rate paid in Pittsburgh, apnea 
and Birmingham, Alabama. A majority of the employ ees work a 
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twelve-hour day and twenty per cent of the 153,000 employees _ 
of the blast furnaces, steel workers, and rolling mills customarily 


The most common plan to effect this change of shifts is to work one 
shift of employees on the day of change through the entire twenty- | 
four hours, the succeeding shift working the regular twelve hours 
when it comes on duty. 
Since the formation of our large industrial combinations there has 
been a marked increase in production, made possible partially through | 
the introduction of improved machinery and continuous operation, 
which in turn has increased the mental and physical strain of the 
workers engaged in the industry. 
It was expected that the introduction of improved machinery . 
would lighten the burden of the toilers and would be instrumental — 
materially in decreasing poverty. This expectancy has not been 
realized. Instead of making the burdens of the workers lighter, 
instead of decreasing poverty in the ranks of the workers, we find that =| 
the gap between the rich and the poor, between employer and 
employee, is becoming wider day after day, labor conditions are _ 
becoming more oppressive and the struggle for existence more intense. 
In the realms of industry the big mill is absorbing the little mill y 
in the business world the big store is crushing out the little store; in 
the rural districts the great farm is absorbing the little farm. Those > 
who were formerly landlords are now tenants, former employers are — 
now employees, in industry a new invention is introduced, and the > 
mechanic, like Othello, finds that his occupation is gone. ; 
Among the workers the feeling of unrest is increasing daily, 
brought about by intolerable conditions which cannot last. Yet — 
we are wondering why so many of the toilers are looking to and advo- | 
cating the ballot as the only means of redemption from industrial 
slavery. 
The mere formation of combinations is no ground for complaint, . 
providing their formation enables them to place the manufactured 
product in reach of the consumer at a reduced price. r, 


| 
, s . work seven days per week. The hardship of twelve-hour days and a 
seven-day week is still further increased by the fact that every week 
| = or two weeks, as the case may be, when the employees of the day 5 
shift are transferred to the night shift, and vice versa, employees 
= 4 remain on duty without relief eighteen or twenty-four consecutive 
wa Ze hours, according to the practice adopted for the change of shifts. 
he 
| 
| 
e 
. 
= 
i 
= 
¥. 
\ 
‘ 
“had 
| 
| 


“Harmful Effects of Industrial ( ‘ombinations 

returns at the expense of the consumer, and the expense of labor, 


by increasing the price of the manufactured product, and by reducing 
wages it becomes a menace not alone to the workers, but to the coun- 
try at large. 
By reason of the vast improvement in machinery, a laborer can 
now produce much more than he could formerly under the old con- | 
ditions, hence is entitled to a fair share of the increased product. 
As a rule he is not getting it. The consumer, too, is entitled to a fai 
share in the reduction of the cost of production. He is not getting it. 
The vast bulk of the profit realized through the introduction of modern 
machinery and continuous operation by the workers is confiscated 
for the beneit of a bare handful of men. This concentration of wealth 
with its unequal distribution, its accumulation in the hands of a few, 
leaves a mass of wealth producers in poverty and neglect. <A retro- 
spective glance into the pages of history will demonstrate that this 
is one element that contributed largely to the destruction of mighty _ 
empires which have gone before, and is the rock upon which our own 
republic will be wrecked if ways and means are not adopted to check 
its onward course. 


shows conclusively that the conditions of the workers from an 
economic and social standpoint were much superior under the old 
method of independent operation. Under the present industrial 
system the workers do not enjoy the same freedom, and do not have © 
the same — accorded them as they did under the old system. 


inaly : T his enabled him to come into close contact with the men he— 
employed. It was a common occurrence under the old system for 
men to spend their entire lives in the employ of one particular firm 
or corporation. Their long years of service made them feel as though 
they were a part of the concern, which in reality they were. 
felt that the success of the company was their success, that the dis- 
grace of failure was their failure, hence a perfect system of co-opera- 
tion prevailed. 
As illustrative of the feeling that existed between employer and 
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employee the following is a case in point. A product of old Erin had 
spent his entire working life in the employ of a company engaged in 
the glass industry, and had grown old in the service. One of the owners 
occupied the position of general manager, having a superintendent 
to assist him in taking care of the physical equipment of the plant. 
On one occasion it became necessary to make a change in the super- 
intendency. The new superintendent on assuming charge noticed 
the old gentleman already referred to, and felt that the weight of 
years rendered him incapable of giving the service that a younger 
man was capable of giving, hence the superintendent informed the 
old gentleman that after one week his services would be dispensed 
with. To the consternation of the superintendent he was told that 
he did not have the power to discharge him, in language which, if not 
elegant, was forcible, assuring him that he was a part of that concern. 
Feeling a little disturbed, the old fellow went into the office, related 
the incident to the owner, when he was asked as to what reply he 
had made to the superintendent. In reply he stated the conversation 
that had taken place, which elicited a hearty response from his 
employer. It goes without saying he was not discharged. In this 
case there was a responsive feeling between the employer and employee 
which is entirely lost under modern industrial conditions. 

In direct contrast the following incident came under my notice 
as to methods that are sometimes employed by modern indus- 
trial combinations. A man in the prime of life, a skilled mechanic, 
went intoa machine shop to apply for a position. Going to one of 
those in charge, he inquired as to whether they needed men and was 
informed they did, but was soon assured that he did not have a chance 
to secure employment, as his gray hair indicated that he had spent 
a long number of years in the service, hence his usefulness was in a 
measure impaired. However, he was one of those men who can readily 
adapt himself to any condition that confronts him, and realizing that 
he could not get employment on account of his grey hair he repaired 
to a barber shop, had his hair trimmed and afterwards dyed black, 
when he returned to the very same shop and secured employment. 
He is to-day giving useful service in the employ of one of the large 
industrial corporations and bids fair to continue doing so for a long 
tenure of years. 

The majority of those who are financially interested in modern 
combinations as a general proposition are far removed from the center 
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larmful E “fects Industrial 
" activity, know little or nothing regarding the human side of the 
proposition, are entirely inaccessible to the employees, and depend 
entirely upon supernumeraries for information, who in many instances 
“s more interested in the bonuses they receive than they are in the 
human problem. 
Owing to the competition that exists between the various plants 
_ owned and controlled by industrial combinations, the rivalry to reduce 
cost of production has had the effect of pitting the management of the 
_ various plants one against another. This condition has been brought 
about by a system inaugurated for the purpose of operating plants 
at the least minimum cost. Information from the higher authorities 
is imparted to the superintendent that a plant in a certain locality 
_ is operating at a ten or twenty per cent lower cost. In order that he 
: can meet the conditions prevalent in this particular plant, he speeds 
_ his employees to the limit of human endurance, and in some cases 
accomplishes his end by reducing the working force. 

Under the old method of independent operation each plant was 
separate and distinct in itself. The competition among the super- 
intendents did not exist, hence the method of competition in this 
respect was not in evidence, which in turn resulted that the workers 
~ enjoyed better and more humane conditions. The speeding process 
as we know it to-day did not exist. In addition the representatives 
of the men and those who were directly interested met around the 
table and thrashed out their differences. Under present industrial 
conditions propositions affecting employers and employees are not 

discussed freely and fairly, that condition prevailing only so far as it 
affects concerns who are still operating under the old independent 
= Large industrial combinations will not deal with the 
representatives in any capacity, and when some of them who now 
= to discuss the problem that exists between capital and labor 


did deal with the representatives of labor they did not do so with the 
same characteristic candor that marked the conferences held under 
_ the old method of operation. This has been directly resultant in 
estranged relations and explains the embitterment of the once cordial 
sg of employer and employee. 
: Nor is it alone in the matter of wages and hours of labor that 
the workers have. been affected by combinations of capital. Their 
very opportunities for making a living have been largely circum- 
scribed. Indeed it may almost be said that the very laws of supply 
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and demand have been set at naught. Let me give you an example. 
Some years ago the busy little manufacturing city of New Castle, Pa., 
was aflame with excitement because some of its enterprising citizens 
had announced the formation of a company for the erection of a plant 
for the manufacture of wire nails, starting at the raw material and 
finishing at the nail itself. They built that plant and hundreds of 
operatives came flocking into the city with their families, and the city 
grew as if by magic. The plant prospered and so did its employees. 
Many bought homes on monthly payments and what were once farms 
became thickly settled sections of the workingmen’s district of the 
town. This success in turn brought in new business houses, and 
prosperity was seen on every side. Then came the gentlemen's selling 
agreement between manufacturers of wire nails and a system of allot- 
ments of production was made. New Castle mill worked so many 
days, made so many nails, then shut down so many days while the 
plant at Salem, Ohio, or somewhere else worked. Thus production 
was decreased and the prices were maintained. Next came along the 
big trust and gobbled up the New Castle plant. It was closed down 
and never a wheel was turned in it again. Some of the machinery was 
removed, some stood in the mill for years and was then sold for junk. 
But the men, what of them? Many of them had reached an age when 
it was too late to learn a new trade, their homes were partly paid for, 
these they could not leave to go to some other city without losing the 
payments they had made, and they suffered. Had the New Castle 
Wire Nail Company remained independent the homes of the workers 
would have been secure, for with its equipment the nail plant would 
have been steadily in operation. There was no natural requirement 
for the closing of the mill. It did not reduce the price of nails, nor 
did it increase the wages of the men. It did not increase the oppor- 
tunities for securing labor as a wire nail operator, but, on the con- 
trary, circumscribed them. The trust centralized its plants, increasing 
its great profits, while the producer of all this wealth received abso- 
lutely no benefit. Indeed those who did follow the trust to the 
scene of its centralized operations were forced to go into the new town 
sites where their children had few if any opportunities for securing an 
education. The shell of the immense idle mill at New Castle still 
stands, a monument to what was and a reminder of what might have 
been. But that is not all. Before the formation of the great trust 
there were many small found-ies and machine shops which flourished 
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wherever there was a mill by doing the work of those concerns, but 
with the inauguration of the trust these small concerns were denied 
the right of existence because the big trust did and does its repair 
work in its own shops, and such plants as the Vulcan foundry and 
machine companies at New Castle, Pa., were driven out of business 
and their employees had to seek other avenues to earn a livelihood. 
Before the organization of modern industrial combinations, the 
hours of labor were shorter, which in turn gave the workers some time 
for mind culture, some time to devote to the home and some time 
for social enjoyment. The physical requirements were not so great. 
To-day in the iron and steel industries, outside of those plants engaged 
in the manufacture of sheet and tin plates, the twelve-hour work-day 
is almost universal. This means practically fourteen hours per day, 
which gives the worker practically ten hours to devote to his family 
and public duties, with practically no time for recreation. 
The workingman loses his individuality as soon as he enters one 
of our modern industrial plants. He becomes but an atom in the great 
aggregate of this industrial system, and his only hope of regaining his 
- social and economic individuality is by uniting with his fellow work- 
men in a movement through which he will be able to secure a joint 
bargain with his employer for the labor he has to sell. 
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THE UNITED STATES STEEL CORPORATION AND 
LABOR 


A discussion of the subject ct “Industrial Combinations and the 
Wage Earner’”’ with reference to the steel industry, may well take 
the form of an answer to the inquiry, “‘ Has the formation of the United 
States Steel Corporation proven a good thing for labor or the reverse ?”’ 

The reasons for choosing the United States Steel Corporation 
are both logical and obvious, I believe. It is the greatest combina- 
tion in the industry; it has more money to spend on improvements 
than any other, and so furnishes the most favorable basis for judgment 


workmen, while its largest competitor employs less than 20,000. 

It may be well first to consider briefly who the steel workers 
are. Not over twenty per cent of the employees in blast furnaces 
and rolling mills can be regarded as highly skilled. Twenty to 
twenty-five per cent more may be termed semi-skilled, and the 
remaining fifty-five to sixty per cent are unskilled laborers. Roughly, 
the gradations in skill correspond to gradations in nationality. You 
will not find an Anglo-Saxon among the unskilled; you will hardly 
find one in ten who is American born. Sixty per cent of them are 
unnaturalized and a third are unable to speak the English language. 
_ The semi-skilled group is made up of both native and foreign born 
workmen, while of the skilled men sixty per cent are native born 
Americans. 

Within the last twenty-five years the same changes have taken 
place with respect to nationalities in the steel industry that appear 
to have occurred in other industries utilizing common labor. "Twenty- 
five years ago, and even more, thirty years ago, unskilled labor 
positions in the steel industry were filled by Irish immigrants. To- 
day, the Irish employees that remain are foremen, and the common 
labor work is done by representatives of the races of southern and 
southeastern Europe. But even more than ordinarily this shift has 
taken place in the steel industry, owing to the fact that it is coming 
to be more and more an industzy of machinery and of unskilled men. — 
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There has been great expansion in this industry, and the absolute | 
_ number of skilled men is much larger than it was even fifteen years ago, 
_ but the proportion of skilled men to the whole number employed 
_ is much less than in former years and the tendency is for it to become 
_ still less as time goes on. ‘Therefore the steel industry has had a , 
great demand in the past for the raw South European immigrants / 
and there is every reason to believe that that demand will be larger , 
as time goes on. 

This tendency has more than one result. I have pointed out 
that to-day sixty per cent of the skilled men are native born Ameri- 
cans. They are also largely of English, Welsh, German and Scandi- 
navian descent. The skilled man of the future will have to be re- 
cruited more and more from the later immigration, for they alone 

re serving the necessary apprenticeship. 
x Turning now to the discussion of labor conditions, employees 
in sheet and tin mills work in three shifts of eight hours each. Except 
_ for a negligible fraction of one per cent in other mills, the sheet and 
_ tin workers are the only ones who have an eight-hour day. Yard 
laborers in all the mills have a ten-hour day and so do shop men, 
that is, molders, pattern-makers, machinists, blacksmiths, etc. 
7 &- Tube-mill workers and those engaged in fabricating structural and 
_ bridge material have a ten-hour day. In the actual manufacturing 
processes, however, blast-furnaces, open-hearth and Bessemer 
departments, and in the rolling of rails, beams and plates, the regular 
working day is twelve hours. To give some idea of the numbers, 
the Federal census of 1910 shows that there were 277,913 employees 
in blast-furnaces, steel works and rolling mills in the whole country 
in 1909. Fully half of these were twelve-hour men, for about fifty 
per cent of all employees engaged in manufacturing processes have a 

twelve-hour day. 

7 Since the beginning of the industry in this country, blast-furnaces 
have regularly, and open-hearth furnaces have often, been operated 
seven days a week. To the long working day in these departments, 
then, there has been added a long working week. This has led 
further to the introduction of the so-called “long turn.” The custom 
is for the two crews to change about each week, that is, the day crew 
of one week becomes the night crew of the next, and vice versa. 
This can be accomplished in only one of two ways. The Saturday 
night crew may work until Sunday noon and then be relieved by the 
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day crew, who remain on duty until Monday morning at 6, when the 
other crew comes back on duty again. That makes an eighteen- 
hour period for each crew. The more general custom, however, 
is for the crew that goes to work Sunday morning to remain on duty 
a full twenty-four hours. 
: These were the hours of labor that were general in the industry 
when the United States Steel Corporation was formed. It did not 
modify them in any material way until 1911 In that year a plan 
was adopted for allowing one day of rest in seven for each man in 
the continuous processes. The plan was to increase the force by one- 
sixth, and to grant one day of rest each week to the members of the 
crew by rotation through the week. This plan, I am informed, is 
now being put into operation in the plants of the Steel Corporation. 
A similar plan is being adopted by some of the independent compa- 
nies, though not by all. 
On the other hand, no change has been made in the daily hours ats 
_ of labor and to-day, as before, fifty per cent or more of the employees y 
of the Steel Corporation in manufacturing processes are working 
twelve hours per day. \ 
It is difficult to make a statement regarding wages, because the 
wage schedule of a steel mill is a very complex affair. In 1907 I was 
given wage figures from the pay rolls of a Steel Corporation mill in 
the Pittsburgh district. The figures included all of the men in 
five departments of a steel mill, including every necessary step in 
the process of turning pig iron into a finished steel product. There 
were 2,304 men included, and they were grouped according to earn- 
ings as follows: 125, or approximately five per cent, received over 
$5 a day; 524, or twenty-three per cent, received between $2.50 and 
$5.00,' and 1,655, or seventy-two per cent, received $2.50 a day 


or less. 
| \\ In May, 1910, a general wage increase was announced by the \ 
-\Steel Corporation, which was described as averaging six per cent. 
This must be taken into account in considering these figures. ‘ This 
increase, so far as common labor is concerned, amounted to one cent ‘ 
an hour. The rate in 1908 was 16} cents an hour in the Pittsburgh of 
district, and it is now 17} cents. This is the highest rate paid by 
the Steel Corporation. In its Chicago mills the rate is 17 cents, and 
1Of these 187 received $2.51 to $3.00; 258 received $3.01 to $4.00, and 79 received $4.01 to 
$5.00 a day. Fitch, The Steel Workers, p. 163, 
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‘nited States Steel Corporation and 
in its Birmingham, Alabama, mills it is 13 to 14 cents. Since un- 
skilled labor represents nearly two-thirds of all the employees in the 
industry, the earnings of unskilled labor become of more than ordi- 
nary importance. In 1892 the ereyaee labor rate at Homestead 
was 14centsan hour. The raise to 17} cents as at present is a twenty- 
five per cent advance. That is somew here near the rate of the advance 
in the cost of living, if we are to base our comparison on the Federal 
Bureau of Labor figures for the wholesale prices of necessities. 
But, having given the amount a man earns in an hour, it is the 
- number of hours in a day and the number of days in a year that he 
works that determines his ability to maintain a proper standard of 
living. Professor Chapin, in his study made for the Russell Sage 
- Foundation, decided that such a standard could not be maintained 
~ in New York City by a family of five persons on an annual income 
of less than $800, and that there is no assurance that it can be main- 
tained on an income below $900. No unskilled steel worker in Amer- 
ica can earn even $800 a year on the rate that is being paid to-day. 
Steel workers, to be sure, do not have to live in New York City, 
- but more of them live in Pittsburgh than in any other city of the 
United States. According to a study made for the English Board 
of Trade, in 1909, just after the Chapin investigation, on the cost 
of living in American towns, the average cost of house rents and food 
in Pittsburgh was found to be the same as that of New York City. 
: But instead of ac hieving an anual income of $800 or over, an un- 
skilled workman in the Steel Corporation mills in Pittsburgh, will 
get exactly $766.50 if he works 12 hours a day, 7 days a week and 
(365 days in a year. And the Steel Corporation in general pays 


higher wages than do its competitors. : 


I now come to what I shall call the ameliorative efforts of the 
Steel Corporation—the things regarded by the Corporation as done 
on the credit side of the account. 

° First in this list I shall place the campaign for safety. Steel 
mills are essentially dangerous places in which to work, not only on 
account of the vast tonnage of metal that is handled in a molten 
state, but on account of the great amount of complex machinery. 
The steel industry has an juneviable record of accidents to workmen. 
In 1907 several ‘subsidiary companies of the United States Steel 
_ Corporation decided to adopt better methods of accident prevention. 
_ This new move contemplated two important and necessary lines of 
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activity—installation of safety devices and the inculcation of habits 
of caution. The plan adopted by the Lllinois Steel Company is the 
one with which I am most familiar. There is in each plant a perma- 
nent safety committee of foremen, and there are temporary committees 
of workmen. The workmen’s committees are changed often, and so 
the interest of many different men is enlisted in the safety campaign. 
Both sets of committees inspect the plant for safety and mect to- 
gether to discuss methods of accident prevention. Acting as chair- 
man of these committees there is in each plant a safety engineer 
whose whole time is taken up with accident prevention. The safety 
engineer and the assistant general superintendent from each plant 
constitute a general safety committee of which the attorney of the 
company is chairman. They meet every two weeks in the general 
offices of the company for a general discussion of safety matters. 
Most of the other subsidiary companies have adopted similar measures 
and there is now a general safety committee for the whole Corporation 
with headquarters in New York, of which Mr. C. L. Close, formerly 
head safety man for the National Tube Company, is chairman. 
This-plan, where it has been thoroughly worked out, as in the Illinois 
Steel Company, the National Tube Company, and the American 
Steel and Wire Company, has proved a remarkable success. <A 
disinterested observer, who was qualified to judge, has made the 
statement to me that the South Chicago plant of the illinois Steel 
Company is the safest steel plant in the world. 

The hospital service of the Steel Corporation is now generally 
good. The developments of the last three years in this respect have 
been such as to bring the equipment well within the needs of the 
plants with which I am familiar. The Carnegie Steel Company 
especially has made progress along this line, and the new hospital 
at Gary, designed to serve all the Corporation subsidiaries that are 
congregated there, is undoubtedly one of the finest hospitals in the 
United States. Contrary to the custom in many other companies, 
the men are not required to contribute to the support of the hospitals. 

In April, 1910, the Steel Corporation adopted a plan of accident 
relief. I will quote from the announcement made at that time from 
Steel Corporation headquarters, in which the plan was summarized: 

“Under this plan, relief will be paid for temporary disablement, 
for permanent injuries, and for death. The relief is greater for 
married men than for single men, and increases according to the 
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number of children and the length of service. During temporary 
disablement single men receive thirty-five per cent of their wages, 
and married men fifty per cent with an additional five per cent for 
each child under sixteen and two per cent for each year of service 
above five years. Following the provisions of all foreign laws and 
all legislation suggested in this country, there is a period of ten days 
before payment of relief begins. For permanent injuries, lump sum 
payments are provided. This is based upon the extent to which 
each injury interferes with employment, and on the annual earnings 
of the men injured. In case men are killed in work accidents, their 
widows and children will receive one and a half years’ wages, with 
an additional ten per cent for each child under sixteen years of age 
and three per cent for each year of service of the deceased above 
five years.” 

This move was made before any compensation legislation had 
been passed in any state where the Steel Corporation plants are 
located. 

When Andrew Carnegie left the steel business, with the formation 
of the Steel Corporation in 1901, he established a fund of four million 
dollars, the income from which was to be used to pension superannu- 
ated employees of the Carnegie Steel Company. The American 
Steel and Wire Company had a pension plan in operation when it 
became a part of the Corporation. In none of the other subsidiary 
companies, however, were pension systems in operation. In 1910 
it was announced that these funds had been consolidated and the 
capital was to be increased by the Corporation to twelve million 
dollars, the income from it to be used to pension superannuated or 
disabled employees of the Steel Corporation. Since January 1, 1911, 
pensions have been available under the rules to all employees of the 
Corporation. In the first year of operation $281,457 were paid in 
pensions to 1,717 retired employees. 

Older than any of these measures is the so-called profit-sharing 
plan. This was established in 1903. Employees are given an oppor- 
tunity to purchase stock in the Corporation at a rate usually below 
prevailing market quotations. A definite amount of stock is offered 
each year to employees. The number of shares that any employee 
may subscribe for is dependent on the amount of his annual income. 
The lowest class includes all who receive less than a certain fixed 
amount, which is well above the common labor rate. Those in this 
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class may subscribe for one share of stock. There are several classes 
above this class, in which the proportion allotted is progressively 
increased. Having subscribed for stock, an employee is allowed three 
years, if he wishes, in which to pay for it, in monthly installments. 

Each year for the first five years, $5.00 per year may be paid 
as a bonus on each share of stock in addition to the dividend. If an 
employee leaves the employ of the company for any reason, or if 
he be unable to complete his payments on the stock, the bonus 
lapses. It is nevertheless set aside in a fund, and at the end of the 
five years this fund is divided among the employees then owning 
stock subscribed for at the beginning of the period, according to the 
number of shares held. This extra bonus has sometimes amounted 
to a substantial sum. 

I must now refer more particularly to the relations existing 
between employer and employee. 

x Going back t@sthe period prior to the formation of the Steel 
Corporation, we find that in the Pittsburgh district there was a con- 
siderable amount of unionism in the steel industry. It is a mistake, 
however, to assume that the steel industry was ever thoroughly 
organized. Only one large steel mill of the Pittsburgh district was 
ever organized to such an extent as to have its influence felt in every 
department of mill work. Homestead from 1889 to 1892 was so 
organized that the union influence was felt throughout; although 
only a comparatively small proportion of the employees in that mill 


reaily belonged to the union. 

The Carnegie Steel Company had eliminated unionism from its 
plants in 1892, and of the large plants rolling rails and structural 
material, the Illinois Steel Company was the only one which came 
into the corporation in 1901 with union labor. 

There was a strike in 1901 soon after the formation of the Steel 
Corporation, in which the Illinois Steel Company plants became non- 
union, and the union also suffered the loss of some of the sheet and 
tin plants. The Amalgamated Association of Iron, Steel and Tin 
Workers became then a factor in the sheet and tin plants alone. 

During the strike of 1901 the executive committee of the Sieel 
Corporation adopted a resolution in opposition to organized labor 
and declaring that it would not permit the extension of it. After 
this it apparently adopted a policy looking to the extermination of 
organized labor. As a result, union labor has now been eliminated 
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from all of its properties, with the possible exception of its railroads. 
It has fought The Industrial Workers of the World in its ore mines, 
the United Mine Workers in the coal mines, the Lake Seamen’s 
~Union on the Great Lakes, the Amalgamatec “ssociation in its sheet 
; and tin plants, and all the other craft unions which have at different 
times been a factor, in its shops, and it has won all of its fights. 
The present attitude of the Steel Corporation is one of absolute 
~\ opposition to collective bargaining of any sort. And it has adopted =. 
a number of plans that are calculated to prevent an outbreak of | 
organization on the part of its employees. 
- The pension plan, although a desirable thing in itself, has the 
ce) . \ effect of keeping men silent who might wish to protest against exist- 
ae ing conditions. In order to enjoy its benefits, the men must have 
: served twenty years continuously in the employ of the corporation 
= of one of its subsidiaries. This effectively prevents any stoppage 
of work as a protest against anything considered unjust by the work- 
_ - men, if they would keep their record such as to enable them to draw 
the pension in old age. The pension rules also specifically set forth 
the obvious truth that the Corporation does not give up its right to 
discharge its employees. There is nothing in it to protect a man 
excepting his subservience to -his superior officers, and the nearer 
he approaches toward twenty years of continuous service, the greater 
his subservience may conceivably be—for he might be discharged 
at the end of nineteen years and eleven months and his right to the 
pension would be forfeited. 

The so-called profit-sharing plan also has features designed to 
keep the employee from standing out vigorously in defense of what 
he may consider his rights. The rules plainly state that the yearly © 
$5 bonus for each share of stock, and the additional bonus at the 
end of each five-year period, are to go, not as a matter of right to each 
employee who holds stock, but only to those whom the executive 


officials may consider loyal. | 


Under these two systems, then, a man will utterly fail of securing 
the benefits offered if he is offensive to the administrative officials. 
He may take his choice between exercising his right to register his 
objections to working conditions or to the labor contract and run the 
risk of losing his right to the benefits offered, or he may withhold his 
protests, if he has any, and establish his reputation for loyalty by 
keeping silent. 
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That his risk of losing his share in the benefits is a real one is 
indicated clearly by the attitude of the Corporation toward employees 
who have at different times made an attempt at collective protest. 


I have been assured by the executive officials of several of the sub- — 
sidiary companies of the Steel Corporation that any attempt at the Pa 


establishment of labor organizations among their employees would be 
met by the discharge of the men responsible for the movement. 
The attitude of the companies toward unionism since 1901 has been 
clearly such as to indicate that this policy has been carried out. 

The effect of this attitude of the Corporation tends, in a great 
many instances, to outweigh anything that it may do in the direction 
of providing better labor conditions. It is generally true that the 
employees of the Corporation resent this attitude on the part of their 
employers, whether they are anxious to go into a union movement 
or not. They feel that it is a curtailment of their rights and the 
consequent tendency is to engender a feeling of bitterness. 

It may be that if the Corporation goes consistently on with its 
efforts toward amelioration that it will for a long time be able to 
maintain peace and a certain degree of contentment in the industry, 
but a large degree of contentment will certainly not be secured until 
the Corporation pays higher wages to its unskilled laborers and 
shortens the working day. Even then contentment will not be wide- 
spread or permanent; but with the low wages paid at present and 


with the long hours, unrest is growing in spite of anything the Steel — 


Corporation has done; and it will continue to grow. 
I have indicated, as clearly as E-could in the space at my disposal, 


the policies of the Steel Corporation both good and bad. The effect — 


of such a large aggregation of capital engaged in a single industry, 
has been, it is very apparent to me, to make it possible for a large 
amount of money to be spent for improving plant conditions. No 
competitor of the Steel Corporation has brought about plant condi- 
tions as good as those of the United States Steel Corporation. I 
see no reason for assuming, however, that similar ends cannot be 
accomplished by smaller companies working together under a volun- 
tary agreement. * A workmen’s compensation fund could be so 
established with as great economy, and so could a pension fund, and 


the latter could be so drawn under such an arrangement as to serve — 
. 4 
the interests of the workingmen better than does the present Steel _ 


Corporation plan. That such a co-operation among companies is 
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The United States Steel Corporation and Labor 
feasible is shown by the proposed compensation and pension fund of 
the United States Brewers Association, an association of independent 
brewers. 

On the other hand, the formation of the Steel Corporation has 
not led to an alteration in labor conditions—meaning by labor con- 
ditions those things that usually enter into the labor contract—beyond 
the recent movement for a six-day week. This is of especial import- 
ance in view of the enormous power over labor that was secured by 
the forming of the corporation.» In my opinion this is a power so 
great as to require restrictions and checks in order to safeguard the 
interests of both the wage earners and the public. 

Unionism is a very faulty and often a dangerous form of organiza- 
tion, and though—tunrestricted unionism dangerous: to 
fundamental rights it-does not offer 
any final solution of the preblems.oflabor.. But we have so far worked 
out no better method of establishing justice in industrial matters 
than leaving it to the bargaining strength of the two parties to the 
contract. The Steel Corporation, by consciously depriving its 
employees of their bargaining strength has wrecked this machinery 

of justice, and nothing has so far been provided to take its place. VY 
| My answer, then, to the question, “Has the formation of the 
Steel Corporation been a good thing for labor?’ must be in the 
negative. Improved plant conditions are not an offset to the loss 
of individual liberty that has_been suffered_by the workmen. It 
_ “ZS not alone that the corporation is a big one that makes it danger- 
ous, nor is it that its officials do not mean to do well by labor; the 
evil consists rather in the unrestricted power over large groups of 
workmen, that lies in the hands of a few men. I do not believe 
that any small group of men are wise enough, acting solely on their 
own initiative, to deal with absolute justice with 200,000 men. With- 
out some power representing the workmen, acting as a check on this 
great power of the Corporation, there can be no real democracy in 
the steel mill communities. 


te 
— 
“a 
— 
y a 
“a 
3 


BENEF ICIAL EFFECTS OF INDUSTRIAL COMBINATIONS 
LABOR CONDITIONS 


By R. S. Woopwarp, JR., 
‘Vice- President and General "ac Standard Roller Bearing Company, 
Philadelphia. 


The effect of industrial combinations on labor conditions is a 
subject which cannot be treated mathematically. There is involved 
so much human nature and personal judgment that no conclusions 
can be reached which are positive and without exception. It is 
practically impossible for the general public to reach an accurate ard 
fair minded decision on these matters if based on published frag. 
mentary statements and sensational mis-statements. The conclu- 
sions which I am about to state are based on ten years’ experience 
in the operation of factories and mills in several different industries 
and in several different parts of the country. 

In discussing the effect of industrial combinations on labor con- 
ditions, let us first classify these effects as direct and indirect and then 
state several definitions so that we will be clearly talking and think- 
ing along the same lines. 

Industrial combination means the combining under one owner- 
ship and one operating organization of several (previously) separately 
owned and separately operated units of manufacture or production. 
It is best likened to the combining under one general of the artillery, 
cavalry, and infantry of several armies which have been operating 
independently in several different localities. An industrial organiza- 
tion is markedly similar to an army organization. The military 
organization, however, has the great advantage that discipline may 
be enforced and treason punished. I do not urge that in the indus- 
trial organization men should be injured or deprived of the right to 
protest at the dictates of those in command. I do believe, however, 
that it is a menace to everybody, to allow self-appointed leaders to 
rise up and by threats and mis-statements lead men into disorganiza- 
tion. 

Labor conditions mean conditions under which men labor or 
work. The conditions under which men live and pursue happiness 

(20) 
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form another phase of the subject. The former, or direct, is the set 
of conditions under which he gets his money; the latter, or indirect, 
is the set of conditions under which he spends his money. 

Labor we will define as the men who work almost entirely with 
their muscular energy at wages ranging from fifteen cents per hour 
to about forty cents per hour. The lower the wage, the less the men- 
tal effort which accompanies the muscular effort. The man at forty 
cents per hour does very little sustained mental work except the 
more or less unconscious thinking which controls his muscular move- 
ments. We speak of him as trained. 

Industrial combination might be expressed as factory combina- 
tion, and we will therefore look to the factory for the conditions of 
labor. Let us take the small factory, probably owned or operated 
by a single man or a small group of men. In this group of small 
factories we will find the one which is ideal, the one which is mediocre, 
and the one which is execrable. In the remaining group of large 
factories we will find the one which is ideal and the one which is 
mediocre, but not the one which is execrable. The reason is clear. 
The large factory is modern. Modern means ideal or mediocre, 
depending on the men who build it. 

This line of thought then leads to the inevitable conclusion that, 
in general, the large factory is nearer ideal than the smaller one, and 
hence that the labor conditions in the large factory are better than 
in the small one. Now, since industrial combination is almost sure 
to result in the combining of several small plants into one large one. 
we therefore reach the conclusion that industrial combination im- 
proves labor conditions. 

We have reached our conclusion by what some may term a 
mere line of logical argument. Let us define the basis of the conclu- 
sion in detail. What are the conditions of labor? They are 


Wages. 


Sanitary conditions. ‘ae 
Protection from dangerous machines. 

Protection from building failure. 

Co-employment of physical and mental weaklings and de- 
generates. 

7. Honesty and fairness of the management. 
Proper adjustment of the rate of work. 
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Almost without exception, the factory of the combination will 
exhibit these qualifications of improved labor conditions to a much 
greater degree than will the factory of the small independent operator. 
Nor is the improvement of conditions yet completed. So long as 
science leads the way, there will be continued improvement. With 
the leaders it will be voluntary, with the laggards it will be forced 
by the laws of the state. 

Before passing to the indirect effects of combination, I would 
say a word to those who agree with these conclusions on all the points 
except that of wages. There are those who think that a combina- 
tion, having gained a virtual control of an industry, will lower or 
prevent the increase of wages. I have heard it urged that because 
a single company controlled most of the factories making a given 
product, that the specially trained workers could only gain a living 
at that particular work and would have to accept the wages offered 
by the combination. With all respect for the holders of such an 
opinion, I would say that in my experience it has always worked out 
the other way. Nobody is forced to work at a given calling; nobody 
is forced to sell his product at a given cost; how much simpler, easier 
and cheaper for the combination in this position to raise the selling 
price than to lower wages and disrupt the organization. 

Raising the selling price is the stepping stone to the considera- 
tion of the indirect effects of combinations on labor conditions. We 
now begin to consider the subject of how a man spends his money 
in living and the pursuit of happiness. 

The firm foundation on which industrial combination rests is 
the reduction of the cost of production. The next and inevitable 
step is reduction of selling price; inevitable, because if the price is 
not reduced, competition and destructive price cutting will arise. 
If the selling price is reduced, then the effect of combinations on in- 
direct labor conditions is that the buyer gets more or better for the 
same money. Here again, it will be urged, we reach a conclusion 
by a process of reasoning. There are some who will say that the con- 
clusion is at variance with the facts. Let usciteanexample. Few of 
us remember the quality or cost of a gallon of oil when the oil combina- 
tion was started. Did you watch the cost come down and the qual- 
ity improve as this combination progressed, and did you watch the 
increase in the wages of those employed in its production? This 
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is all a matter of record. Again, now that this combination is dis- 
solved into thirty independent companies, have you watched the 
price of oil go up? 

It is unfortunate for our social equilibrium that during the past 
twenty-five years—the period of great industrial combinations— 
there has appeared a new and elusive factor that has tended to 
nullify or hide the true facts concerning the effects of industrial com- 
binations. This new factor is compound. It has appeared almost 
suddenly, coincident with industrial combination. Increase in the 
production and free coinage of gold is the first part, and increase in 
demand, or population, is the second part. The mere increase in 
the production of gold is bad enough—it makes a dollar worth less. 
It realizes to a degree what you feared from the free coinage of silver, 
not so many years ago; but, added to this decreased purchasing power 
of a dollar, comes a greater demand for everything, which of itself 
would raise the buying price. Had industrial combination occurred 
with a decreasing gold production and a stationary demand, we would 
hail the combination as the great reducer of the cost of living. 
Industrial combination has proceeded in spite of the effects of these 
two most potent world-wide forces being used against it. 

The world-wide labor strikes of to-day, and the undercurrent of 
dissatisfaction with all existing conditions, whatever they may be, 
are due very largely to one thing, namely, the great increase in the 
production of gold. It is clear that if enough gold were produced 
and coined into money, so that gold dollars were as common as grains 
of sand, it would take a great many dollars to purchase a loaf of bread. 
There has already been produced enough gold to seriously disturb 
the former balance between wages and the cost of living. So long 
as the production of gold continues to increase at a greater rate than 
the increase in population, we will continually have labor and salaried 
workers rightfully asking for increased wages. This condition of 
struggle and lack of balance can only be restored and held stable by 
international agreement limiting the production of gold, or by adopt- 
ing a new composite and constant standard of value. 

In every group of a hundred men or combinations there will be 
found two more or less dishonest ones. Se long as human nature 
remains as it is these two will temporarily damage and embarrass 
us according to their ability. In spite of them, however, industrial 
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combination has had and will continue to have a beneficial effect 
on labor conditions, both directly and indirectly. It makes better 
wages, better working conditions and better living conditions. 

In closing, permit me to leave one thought with you. Indus- 
trial combination is in accord with the natural laws; neither you nor 


I can amend or repeal the laws of nature. a 
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BIG BUSINESS AND LABOR 


By James T. McCveary, 
Secretary, American Iron and Steel Institute, New York. 
ig 
g 4 Business and Labor’’ The topic having already been treated quite 


: fully in detail as to one line of business, perhaps I can best make 
my modest contribution to the discussion by taking a general view. 
I shall try to look at the matter with the eyes of an earnest man 
who must earn his bread by the sweat of his brow. This should 
not prove a hard task for me, because work has been the experience 
of my life. 


The Wage-carner’s Natural Destres 
_ The things desired by me as a workingman may be grouped 


into two classes: First, the things desired now; second, those 
desired for the future. 

What I desire first of all is employment, the chance to earn 
an honest living. That is the fundamental thing, compared with 
which all other considerations in this line are of minor importance. 
No one can fully understand the value of having employment who 
has not been under the necessity of walking the streets looking for 
work. Employment having been secured, the question of com- 
pensation assumes larger importance. Later on, as I become 
accustomed to having work at fair wages, the question of working 
hours may arise. Still later, I may come to attach importance to 
working conditions, whether they are safe or unsafe, healthful or 
unhealthful. I may inquire what provisions are made for the pre- 
vention of accidents, and how much of the inherent risk of the 
employment I should as a workingman assume. 

Looking to the future, what do I naturally desire? My prime 
desire for the future is steadiness of employment, that I have 
opportunity to work as many months in the year as possible. Closely 
related comes the question of permanency. How many years can 
I count on having employment in this line? Can I count on finding 
in it a life-work, and prepare myself accordingly? How far does 

(25) 


a 
2 
+ 
= 
+ - 
A % 


The Annals of the American Academy 


a - 

the employment offer opportunity for promotion, for getting on , - 

in the world? What chance will there be for me to become a partner? | 

What provision for old age does the emyxc yment promise? : 
To me as a workingman which offers the more satisfactory _ 

answers to these vital questions, big business or little business? — 

I cannot afford to make any mistake about this matter. 


aa : Big Business Enlarges Opportunity for Employment 

First, as to my chance of employment: What I as a working- 
man offer in the market is the most perishable of all commodities. 

If a man desiring to sell his farm cannot find a buyer to-day, he 
may find one next month or next year. Meantime the property 
may actually increase in value. The goods that a merchant does not 

sell to-day, he may hope to dispose of to-morrow or next week. 
But the man who goes forth in the morning with a day’s work for _ 
sale must sell it that day or the coming of sunset finds it lost wholly — 
and forever. So to me as a workingman the first imperative need 

is employment. Which offers me the better chance for securing — 
employment, big business or little business? 

Let us look first at the great field of transportation. Up to — 
about a hundred years ago all the centuries had failed to develop 
any means of transportation aside from animal power of some kind, 
except the uncertain use of wind-power on some waters. It is only 
about eighty years, within the lifetime of many men still among us, 
since the railway came into being. Prior to the railway the acme 
of land transportation was the stage-coach. That was the day of 
small things. The coming of the railway was practically the beginning 
of big business. How has its coming affected the opportunity for 
getting employment in transportation? 

It is part of the law of progress that the superior shal! displace 
the inferior. So the first effect of the railway was to drive out of 
business the stage-coach and the wayside inn, with all that they 
implied in the line of employment. Since 1820, when railroading 
began, the population of the United States has increased sevenfold. 
But during that period the number of our people employed in trans- 
portation has increased more than a hundredfold. In other words, 
in the field of transportation the coming of big business in this country 
has multiplied each man’s chance for employment by more than 
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How about other crafts? When the spinning of yarn and the 
weaving of cloth were done by hand, few people were able to find 
regular money-making employment in those trades. Such inventions 
as the spinning-jenny and the power-loom vastly increased each 
person’s chance for getting employment in making cloth. The 
invention of the sewing machine has largely increased, compared 
with the increase in population, the number of persons regularly 
employed in making wearing apparel. The making of garments 
has become big business in large part, and in that part affords to 
each person more opportunity for work than was offered in the days 
of little business in this line or is afforded now in that part of the 
garment-making field occupied by little business. The invention 
of the telegraph and that of the telephone have not only increased 
very greatly the chance for work in transmitting messages but have 
practically opened an entirely new field of employment. Both are 
chiefly operated as big business. The improvements in paper- 
making, in typesetting and in printing generally have resulted in 
big business in nearly all these fields and at the same time have 
vastly increased the number of persons employed in paper and 
printing industries. 

Except the telegraph and the telephone, these improvements 
and others that seemed to compete with existing methods, were all 
opposed by wage-earners at the time of their introduction on the 
ground that they would rob people of employment. On that ground 
the early machines were destroyed by those whose earnings seemed 
to be threatened. They honestly thought that “labor-saving 
machinery” meant the employment of fewer workers. But it is 
coming to be understood that, while improved methods of production 
do at first reduce employment in specific cases, their ultimate effect 
is to increase employment. ee 


The Mother of Employment is Efficiency 

And the reason for this seeming paradox is coming to be under- 
stood. It is that by scientifically reducing the cost of products 
the good things of life are brought within the reach cf many more 
people, the market for them is thus greatly enlarged, and the vastly 
increased volume of consumption in turn increases the demand for 
labor. In the stage-coach days a journey of a hundred miles was 
an event, one that came to the average person hardly once a year 
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Indeed, to most people it never came. To-day a trip of a thousand 
miles is simply an ordinary matter, and people encircle the earth 
for a vacation. For every person who in the old days traveled a 
hundred miles, scores now travel a thousand. For every person 
who in the old days of handweaving and handsewing got one new 
suit or dress a year, a hundred now get two or more new suits or 
dresses a year. For every person who in the old days took in all _ 
one weekly paper, hundreds now take dailies and weeklies and month- 
lies; and the number of books in the average home has increased = 
enormously. 

The average man of to-day can command comforts and con- © 
veniences that were beyond the reach of kings even a century ago. 
How have the good things of life been brought within the reach of | 
so many of our people? Primarily by increased efficiency in pro- 
duction and distribution. This efficiency has been secured in large i 


part by utilizing more and more the forces of nature and by produc- _ 
tion on a large scale, thus making it possible to reduce very greatly __ 
the necessary margin of profit on each item. 
Pardon me if I emphasize this. My expemqce has shown me — 
the need for such emphasis. During my servi Congress I was 
for ten years on the Committee on Labor. I thus became acquainted | 
with most of the national leaders of labor organizations, for some _ 
of whom I learned to have a high regard. In many of the statements — 
made to the committee in the name of labor there seemed to be 
one oft-repeated error. It was rarely if ever put into words, but 
it was the unspoken major premise of many an attempted syllogism, | 
the unstated basis of many an appeal. If it had been put into _ 
words, the statement would have run something like this: ‘There | 
is just so much work to be done; the less of it each worker does, the | 
more workers will have to be employed.’’ The doctrine was that | 
inefficiency is the mother of employment. To me that seems a 
very serious fundamental error. And in my judgment any plan 
for the betterment of the condition of workingmen that is based 
on such an error is foredoomed to failure. The only way in which : 


a mother can give each of her sons more pie is to make a bigger 
pie or more pies. There must be more to divide before it becomes 

| possible for each one to get a larger share. 

Efficiency helps to enlarge employment. Big business pro- _ 
motes efficiency. So big business helps to enlarge employment. 
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Business and 
Big Business Improves Labor Condi 

Returning now to my theme, it seems clear that as to oppor- 
tunity for employment big business offers me as a workingman more 
chance than does little business. How about the next item, wages? 
Let us again begin our investigation with transportation. How do 
the wages earned to-day by engineers and firemen, by conductors 
and brakemen, by train despatchers and station men, by railway 
employees generally, compare with those that were earned in the 
transportation ficld in the days of small things, the days of the 
stage-coach? Ask any elderly man who has personal knowledge of 
conditions then, and he will tell you that the lowest wages now paid 
by the railroads are higher than the highest that were paid to trans- 
portation men in the stage-coach days. Not only are the railway 
employees paid more dollars per week than were paid to the corre- 
sponding employees on or about stage-coaches, but as to most things 
each dollar will buy more now than it would buy then. And to-day, 
where are the highest salaries and wages paid? Are they not paid 
by the larger companies? As is admitted even by critics of the 
United States Steel Corporation, wages in the steel industry have 
increased twenty-five per cent since the organization of that com- 
pany. On the score of wages, then, big business seems to promise 
me more than does little business. 

How about hours of labor? Of course the men who get to the 
front are not clock-watchers. No man ever achieved great results 
on an eight-hour day. And yet it is natural and right for employees 
to desire regular and reasonable working hours. As a rule the man 
in any business who puts in the longest hours is the man at the head 
of it, and the nearer one is to the boss the longer his hours are likely 
to be. Take the farmer. In the busy seasons his hours are often 
“from sun to sun,’”’ or longer. And the fewer men he employs the 
longer their work hours are likely to be. Only on a big farm, where 
the work can be systematized and certain men can be assigned to 
“the chores,” can the hours of labor be made regular and not too 
long. In the sweatshop the daily hours of work are measured only 
by human endurance; in the big clothing factories the hours are 
shorter and more regular. The more I examine into the matter 
the clearer it becomes to me that big business offers me as a working- 
man more reasonable hours than does little business. 

The other working conditions, those relating to healthfulness 
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and seen, have already been so fully discussed to-day that I shall 


merely refer to them very briefly. To render conditions of labor 

healthful and safe costs money. Only companies of considerable — 
capital can afford to make such provisions for health and safety as" 
every right-minded employer would like to have. And it is only | ; 
when plants attain considerable size that it becomes practicable to _ 
assign one or more capable persons to the special duty of looking — 
after such conditions of work. Moreover, public opinion is a great | 
regulator. But the general public takes little interest in small plants, 
while on big ones is turned the searchlight of publicity. Conduct 
which in small companies does not even cause comment is severely 
criticized and condemned in large companies. The larger the > 
company the more care it must exercise to avoid unfair criticism. 
And last but not least is the disposition of the men at the head of © 
big companies. Most men would rather be kind than unkind. But __ 
in the severe struggle of life men often feel under the necessity of Fad 


the temptation to harshness, and yet can remember the severity 
of the average man’s struggle, that they have both the disposition 
and the ability to be especially considerate of their less successful 
Sotee. a of the real difficulties met by these men is that of 


ordinates. But that problem, too, is being solved. 
Evidence in Confirmation 
Mr. Bolling has given us a brief but vivid account of the really _ 
admirable work along these lines that is being done at the expense 
of much thought and millions of money by the United States Steel 
Corporation. Confirmatory of Mr. Bolling’s statement is the testi- 
mony of the head of one of the large independents which compete 
in the market with the Corporation. This testimony was given last 
winter at a hearing conducted by the Committee on Finance of the 
United States Senate. As is generally known, the United States 
Steel Corporation makes about half of the iron and steel produced © 
in this country. The other half is made by independent companies. 
A dozen or more of these independents are themselves very large, 
several of them employing more than 10,000 men. Among the large 
competitors of the United States Steel Corporation is the Republic 
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Iron and Steel Company, with plants in seven states, of which Mr. 
John A. Topping is the head. Testifying on February 17 last before 
the Senate Committee on Finance, Mr. Topping said: 


The United States Steel Corporation, as is well known, are the greatest 
producers of iron and steel in the world. As a competitor of that company I 
want to say that they have done more to uplift labor and create better living 
conditions, and they have stood more strongly for the maintenance of wages, 
than any other producer of iron and steel. Perhaps one reason for it has been 
that they have had the ability to doit. They have had the earning power that 
permitted it. The smaller companies—the so-called independent companies— 
have had to meet that competition. Asa result, since 1900, I ascribe the increase 
in wages more largely to the efforts of the Steel Corporation than to the natural 
conditions of supply and demand of labor. 


How about accidents? How much of the inherent risk of my 
employment must I as a workingman assume? Only in recent 
years has this question been seriously asked. Through all the cen- 
turies of small-scale business it was held that each workingman 
must personally bear the risks of the trade in which he earned his 
living. And this was the reasonable view. Otherwise, one serious 
accident might bankrupt the firm or company. It then seemed 
necessary in the general interest, including that of the employees 
themselves, that the employer should be free from liability for acci- 
dents except in cases where the fault was clearly his. . Only with 

- the coming of big business, extending over large areas so that an 

~ accident would usually be small in financial results compared with 
the strength of the company, could the policy be adopted of placing 
on the business itself, as one of the costs of production, the inherent 
risks of the industry. As to accidents, then, both as to their preven- 
tion through safety devices and as to their compensation in case 
they occur, big business is clearly better for me as a workingman 
than little business. 


Big Business Promotes Steadiness of Employment 


And now, which holds out to me more promise for the future? 
How about steadiness of employment? I have learned that 
alternate chills and fever undermine health. I do not crave a life 
q of alternate feast and famine. As I figure the matter, it is better 
_ for me to earn $1,000 a year working fifty weeks and having two 
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and having thirty-two weeks of vacation. In the one case I get 
about twenty dollars a week. By living sensibly I can keep within 
my income and even save a part of it. In the other case I would 
be getting $60 a week while at work. I would probably feel rich 
and act rich. [I understand human nature well enough to know 
_ that during the income period I would probably key my expenditures 
_ toat least a $30-to-$40-a-week rate. Even at this seemingly moderate 
ies my income would not see me through the year. To every per- 

son idle time brings special temptations. It is for idle hands that 

“Satan finds some mischief still.” Holidays are proverbially hard 
on savings. So I have’soberly concluded that on the whole for me 
‘as a workingman steadiness of employment is even more important 
than rate of wages. 

Which offers me more promise of steady employment, big busi- 
ness or little business? 

Little business is necessarily local in its operation and seasonal 
in its demands. This week there may be a rush of orders; then may 
come a long period of slackness in demand. Big business, on the 
other hand, usually covers in its operations a large area with its 
varying needs, and thus has better opportunity than little business 
to secure continuity of demand. And in case of temporarily slack- 
ened demand, big business can afford better than little business to 
pile up goods for future requirements. Thus, with broad vision and 
an extensive field of operations, backed by large capital, big business 
can more effectively than little business equalize its volume of pro- 
duction during the year and can thus render employment more 
steady. Of course no company or corporation, big or little, can 
guarantee steady employment to every one on its rolls; but it seems 
clear that employment is more likely to be steady in big business 
than in little business. 

How about permanence of employment? Writing to one of 
the New York papers recently, an intelligent workingman put it 


this way: 


I have seen the evil of the old ways, when a house doing well to-day was 
confronted on the next day by a rival slashing prices, a trade war following and | 
resulting in the survival only of the strongest. For us wage-earners what was © 
the outcome? Thrown out of employment, compelled to seek new jobs, with | 
all the accompanying suffering till the new jobs were obtained. Even if we 
got work with the surviving house, a reduction in wages usually resulted. Under _ 
present conditions we at least go home nights with the certainty of constant, — 
steady work ahead and the certainty of wages being paid. . 
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Big Bust 

The experience of this man is borne out by the commercial 
reports of both Dun and Bradstreet, standard authorities of world- 
wide reputation, which show that about ninety-five per cent of the 
commercial failures in the United States year by year occur in small 
business. And common observation confirms all this, as well as 
the conclusion based upon it. In thinking over the people of our 
acquaintance who have for_years had continuous employment, we 
recall that nearly all of them are employed in big business of some 
kind. 


4 3 Big Business Affords More Opportunity for Promotion 

7 7 But it is often asserted that big business is closing on young 

~ = men the door of opportunity. My judgment as an observing wage- 


earner is that such an assertion is contrary to reason and disproved 
by experience. ‘The very permanence of employment afforded by 
big business gives opportunity to devote time and money to fitting 
oneself for larger usefulness and greater responsibilities. And the 
magnitude of the possible rewards is an incentive to ambition. 
What does experience show? Take the men in high positions in 
big business—in manufacturing, in railroading, in banking, in mer- 
chandising, or in any other line—what is their history? Nineteen 
birt out of twenty of them rose from the ranks. 

- But is the way still open? Never so wide open as now. Look: 
ing back over my boyhood days, I see each business owned by the 
man at the head of it. In most cases this man had founded it, and 
one of his most cherished ambitions was to transmit the business 
to his descendants, so that generation after generation it should 
bear the family name. This was a most praiseworthy ambition, and 
the working out of it often resulted in great good. But with the 
owner so minded, what chance had any boy outside of the owner's 
family to get to the head of that business? Little, unless the sons 
turned out badly, an undesirable thing. And new establishments 
could then be started with less capital, perhaps, than now. But, 
as we have seen, it is in just such small enterprises that most of the 
failures come. 

There are twenty times as many chances for a man to reach a 
commanding place in the community, with an annual income of 
$5,000 to $50,000 or more, now than there were in my boyhood. 
Why is this? The funds to operate big business are gathered from 
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thousands of sources. The men at the head of large enterprises 
are not the sole owners but are trustees for the owners. To attain 
such positions of trust they must command confidence. To main- 
tain their standing they must show results. Unquestioned character 
and demonstrated capacity are their keys to the doors of progress 
and promotion. The head of a big business, with his great respon- _ 
sibilities, would hesitate to place even his own son in one of its 
important positions until the young man had given evidence of 
fitness for the work. Favor counts for less and merit counts for . 
more in business now than ever before. This has been brought | 
about by big business. So for me as a workingman, ambitious to 
rise on my own merits, big business offers better opportunity and 
more of it than does little business. sh halal 


Ownership in Big Business Easier to Get and Safer to Have © 


But in days gone by young men did sometimes become partners. © 
Certainly, and so they do to-day and more frequently. In the old 
days a partnership depended largely on the will of the owner. The 
employee had little voice in the matter. And this was right. Part-— 
nership is at best a very dangerous method of combining capital. 
In partnership each partner has full authority to act for and bind > 
the firm. Conversely, each member of the firm is responsible for 
all the debts of the firm. With the best of intentions one’s partner 
may make a mistake which will not only cause the loss of all that | 
one has invested in the business but may also wipe out all of one’s | y 
other property. But the ownership in corporations is divided up | 
into shares so small—usually $100 each—and the shares of the large © 
corporations are on sale every day, that any employee can become a 
part owner in even the largest company to the extent of his desires 
and ability. And this he can do much more safely than in a partner- 
ship. He takes no risk beyond his investment. And as the news- 
papers show day by day the market value of the stocks, he can sell — 
his stock or buy more whenever he wishes to do so. Many large 7 
corporations offer to their employees special opportunities for becom- | 
ing owners of their stock. So that as a workingman I can to-day 
become one of the owners in big business more easily and more 
safely than I could or can in little business. 

And now, finally, how about provision for the time when I can 
no longer work? Fear of want in old <ge is the nightmare of per- 
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haps the majority of civilized men. To lay by a competency for the 
evening of life prompts much of human effort. The love of money 
is no doubt the root of much evil, but usually that applies to money 
sought for present gratification. ‘The desire to provide for old age 
is the root of much of the honorable effort of life, and lies at the 
base of much practical virtue. Which offers me better opportunity 
for peace of mind about old age, big business or little business? 
The answer is obvious. All that has thus far been said indicates 
what that answer must be. But in addition to all that, many com- 
panies make definite provision for the retirement of employees who 
have rendered long and faithful service on a pension that shall 
secure them from anxiety about income during their declining years. 
But such provisions are being made only by large corporations, and 
in the nature of the case cannot be made by any other. 

So that, after calmly surveying the field, it seems clear that both 
for the present and for the future big business offers me more as a 


workingman than does little business. 
Good Works are the Children of Faith 


Of course nothing human is perfect. This is earth, not heaven. - 
But we have it on good authority that even in heaven it was possible 
for an unscrupulous self-seeker to mislead quite a number of angels 
by alluring promises of impossible things. The result is well known. 
Mere fault-finding is one of the easiest things in the world. It requires 
little but a disposition. It is said that a farmer on being congratu- 
lated on the fine crop prospects answered, ‘‘ Yes, there will probably 
be a bumper crop; but big crops are hard on the land.”” Honest 
intelligent, and pertinent criticism should be welcomed. But usually 
the men whose criticisms would be most valuable are the slowest 
to offer them. Knowing the difficulties of achievement, they are 
likely to be modest about offering suggestions. ‘In the bright 
lexicon of youth there is no such word as fail.’”” But age knows 
better. To the inexperienced all things are possible and most things 
are easy. Experience tells a different story. ° 

The poisoning of wells is no longer regarded as right even in 
war. But is it not a worse crime against a person even than poison- 
ing his body, to poison his mind? And what shall be thought of 
those who deliberately poison the minds of their friends? Some- 
times, under the guise of friendship for workingmen, suggestions of 
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evil are made without just cause, suggestions that really do wage- 
earners mental and spiritual harm. Suspicion is easily aroused, 
especially against those more fortunate than ourselves. All of us 
need to watch carefully lest we break the tenth commandment. 
Sad to say, those who are disposed to be distrustful can often find 
grounds for suspicion. But as I move around among my fellowmen 
the daily wonder to me is not that some occasionally do wrong but 
that under many and strong temptations so many people live upright 
lives. One of the most powerful of sustaining influences in life is 
the confidence reposed in us. It is only the person who believes 
in you who can bring out all that is best in you. It is because your 
mother never lost faith in you that her influence with you for good 
has been so great. It is faith, not doubt, that moves the world to 
better things. Those who needlessly or recklessly break down mutual 
trust among men are public enemies of the worst type. 

When the sensible workingman is told that the provisions being 
made by large corporations for pensions and such things are intended 
to enslave him, he answers, ‘‘ Freedom and slavery are very elastic 
terms. Before I got married I was entirely free to do many things 
that I cannot properly do now. But I regard the joys of family 
life, with all its sacred associations, as worth far more to me hen : 
the freedom that I cheerfully relinquished. When I bought the house B ver 
in which I live I was able to make only a small cash payment. For | 
years thereafter I was not at liberty to spend otherwise the money 
needed to make the remaining payments as they came due. Mywife _ 
and I denied ourselves many things that we would have been glad 
to buy. But we were happy thus to curtail our liberty, if you wish | 
to call it so, because we found joy in the thought of making a home .- 
for the babies. In every relation of life men voluntarily deny them- 
selves certain liberties in order to attain results that they prize 
more. That is not slavery; it is freedom to choose what one prefers. 

As a workingman I know that faithful, long-continued service is _ 
of value to the company, something for which it can afford to pay. 
On the other hand, I know that unfaithfulness, disloyalty, un- 
dependableness are worse than worthless. If any one tells me 
that my employers are selfish, I answer, ‘Of course they are. And © 
soam I. But that does not prevent either of us from having sense _ 
enough to deal fairly by the other.’”’ 


| 
* 
| 
— 
~". 


The American Iron and Steel Institute — 


=~ - T am pleased to note that several members of the American 
Tron and Steel Institute, all men of large affairs, are showing their 
personal interest in these problems by their presence here to-day. 
And speaking now as the Secretary of the Institute, I may say that 
one of the prime purposes of these men in establishing it was to give 
candid and careful consideration to questions relating to the welfare 
of the men working in mines and mills, and to secure co-operation 
among the producers of iron and steel in the solution of these prob- 
lems. Already the seven-day week and the long shift, which had 
always prevailed in such operations as are necessarily continuous, 
have been practically eliminated in the plants of the larger com- 
panies, and much has been done in the solution of other problems, 
including that of hours of labor. Along these lines the men composing 
the Institute are trying to do more and better and sooner than 
legislation could reasonably require in industries generally. 

In these problems there are more difficulties than outsiders 
realize. It is not easy to determine what is desirable to do. Then 
comes the problem of how much of it can be done, and how best 
to doit. Business is carried on primarily for profit. Men handling 
other people’s property are in honor bound to treat it as a trust. 
Philanthropy is a personal matter to be paid for by oneself. 
Directors cannot properly act as philanthropists at the expense of 
their stockholders. Nor do self-respecting employees wish anything 
resembling charity. But, as a means of promoting efficiency and 
loyalty, thus securing more profit to both employer and employed, 
directors may with clear consciences spend company money to secure 
healthfulness and safety in working conditions and to provide against 
disabilities resulting from accidents and old age. And my experience 
is that in cases of doubt directors are glad to see a way to do properly 
the generous things that their hearts dictate and their judgments 
approve. 

Perfection has not been reached, of course, but the movement 
is strongly in the right direction. The saying, ‘‘Corporations have 
no souls,” was born when corporations were all small. It is coming 
to be understood that the bigger the corporation the more soul 
it must have. ‘Never before in the history of the world has so much 
intelligent thought been given to the just and humane conduct of 
business as now. And big business is leading the way. 


Big Business and Labor 
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q THE UNITED STATES STEEL CORPORATION AND 


By Rayna C. 


: Assistant General Solicitor, United States Steel Corporation, New York. 


More important than any other fact concerning conditions 
among workmen is the attitude of their employer in regard to those 
conditions. At the very outset I wish to make clear the attitude 
Whitt exists. among officers of the 
United States Steel Corporation and its subsidiary companies. 
They are not indifferent or self-satisfied as to conditions among their 
workmen. They are trying to improve those conditions as fast as 
it is practicable to do so. They do not maintain that the lot of the 
steelworker is easy or ideal; but they do maintain that their work- 
men are treated as well on the whole as the workmen in any other 
industry and treated far better than ever before in the steel industry. | 
It is on the rate of improvement that your verdict should be given, 
rather than upon the mere existence of any particular conditions. 

In the service of the United States Steel Corporation we do not 
resent criticism. On the contrary, we give it earnest consideration 
and try to oe by it when it seems to be deserved. But I - our 


greater in the of its workmen than any 
twenty years in the previous history of the steel industry. Do not 
forget that bread which is baked too fast comes out of the oven burned 
on the outside and dough in the middle. | 
Rightly enough, you will ask proof of the sincerity of our en- 
deavors to improve working conditions as fast as is practicable. | 
There is no better proof than our budget. The business corporation — 
which takes millions of dollars each year and spends the money for 
the benefit of its workmen before it takes any profits, is entitled to — 
public belief in the sincerity of its endeavors. The United States _ 
Steel Corporation is spending each year for the betterment of con-_ 
ditions among its workmen approximately $5,000,000 which would 
otherwise be applicable to dividends. Before it is subjected to un-— 


4, 

i 

| 
hor 
ad A. 
te 


United States Steel C. crperation and Labor Conditions 39 


friendly criticism, does not fairness demand an inquiry as to how 
many other employers are spending as much either in proportion 
to the size of their business or to the number of their workmen? 
I hope presently to give you some description and details of this 
expenditure, of which the items are as follows: 


ANNUAL EXPENDITURES OF UNITED STATES STEEL CORPORATION FOR 


IMPROVING CONDITIONS AMONG ITS WORKMEN 
Relief for men injured and the families of men killed, which is paid a 
in all cases regardless of legal liability, costs each year, approxi- ; itd 
mately $2,000,000. 00 
Accident prevention, in which we have probably the most effec- 
tive system in the United States, costseach year, approximately 750,000.00 
Sanitation and welfare work of all sorts, which we are now devel- 
oping, costs already each year, approximately 1,250,000. 00 
The Pension Fund, which provides support for superannuated 
employees, requires each year: 
(a2) For pension payments, approximately 200,000. 00 
(b) For the creation of a permanent fund to be completed in 
thirteen years 500,000.00 


Annual expenditure for these purposes $4,700,000. 00 


As there are other items of expenditure for improving labor condi- 
tions not included here, it is safe to say that the total annual expendi- 
ture is not less than $5,000,000. 

So much for the cost of creating and maintaining better condi- 
tions of labor. Now what about the character of this work done by 
the United States Steel Corporation? I will describe it briefly under 
separate headings. 


Employees’ Stock Subscription Plan 

‘The United States Steel Corporation has made it possible for | 
every employee, even down to the ordinary laborer, to become an | 
owner of its stock. In its iron mines, a thousand feet underground, | 
I have seen men working with pick and shovel who proved, when 
questioned, to be stockholders in the company. Over 30,000 of the 
workmen are thus interested in the business. These employee 

.\ stockholders derive the following special benefits from the plan: 
(1) They are induced to save money, often for the first time in their 
lives.4 Many a thrifty workman with a snug sum laid by will tell 
you that he began by putting a few dollars each month into the stock 
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of the corporation which employs him., (2) For five years they receive 
a very high return upon their investment, and thereafter a large 
return for such small investments. (3) They are induced to feel a 
direct interest in the business and to remember that their own inter- 
ests are tied up with those of the company. (4) They are encouraged 

to remain with the company and to profit by permanent employ-— 


ment. 


Before there was any law in this country which required any-— 
thing of the kind, the United States Steel Corporation established 
a system of voluntary accident relief absolutely regardless of legal 
liability. Every man injured and the family of every man killed is 
taken care of without need of lawsuits or even of any claims against | 
the companies. Last year we were sued in only two-tenths of one 
per cent of the cases—showing how satisfactory this plan has proved | 
to our workmen. This provision for our injured men and their 
families costs us each year over $2,000,000. I believe the acceptance 
and application of this new principle with respect to work accidents 
among the 200,000 employees of the United States Steel Corporation 
have done much to bring about the change in our laws. The adop- 
tion of workmen's compensation laws in place of an outworn system 
of liability based upon negligence is one of the greatest advances 
in our generation. Foremost in this advance, demonstrating the 
practicability of the change, was the United States Steel Corpora-_ 
tion. Its plan of voluntary accident relief regardless of fault was 
put into effect before any workmen’s compensation act and did more 
than will ever be known to advance this great and beneficial change. 


Accident Prevention 


The United States Steel Corporation has spent six years in the 
development of a system of preventing accidents which I confidently 
believe is not surpassed anywhere in the United States or abroad. 
With the experience of its subsidiary companies extending over many 
years and based upon the largest number of employees in any one 
concern in the country, the Steel Corporation set about the reduction 
of accidents to its workmen.» The system which has been worked 
out comprehends all manner of safety devices and other material 
safeguards, but, above all, it is based upon the development of an 
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earnest, constant and determined effort to prevent work accidents— 
all the way from the president down to the lowest workman... Every- 
where there has been taught and emphasized the motto, “Safety 
First,”” which is the watchword of this campaign among superin- 
tendents, foremen and workmen. 

A disinterested observer qualified to judge has declared that 

* the South Chicago plant of one of our companies is the safest steel 

mill in the world, and, upon equally good authority, I am informed 
that our results in accident prevention are better than those in Ger- 
many, which has long been the leader and example in these matters. 

In six years the number of serious and fatal accidents among | 
workmen of the United States Steel Corporation has been reduced 
forty-three per cent, and more than 2,000 men each year are saved 
from injury or death in work accidents which would have happened 
to them under old conditions. ; 

This campaign for safety in its mills has cost the Steel Corpora- 
tion about $2,500,000, and is now costing $750,000 more each year. 
The amount of time, thought and effort which have been given to 
this work is beyond computation. 


Surgical and Hospital Arrangements 


At all our mills, mines and plants provision is made for the best 
surgical and hospital treatment obtainable for employees injured 
in our work. In the mining regions the arrangements include medical 
attention for the men and for their families. From time to time 
prominent surgeons and physicians not connected with our com- 
panies are employed to inspect our hospitals and surgical arrange- 
ments under instructions to criticise with absolute freedom and to 
recommend any changes or improvements they may deem advisable. 


Pensions 


By an arrangement under which $8,000,000 is being added to the 
$4,000,000 originally given by Mr. Andrew Carnegie, there has been 
provided a permanent fund of $12,000,000, from the income of which 
all superannuated employees of the United States Steel Corporation 
who have remained twenty years in its service are assured support 

_ for the rest of their lives. The smallest pension given is $12 a month 
- and the largest $100—thus the lowest paid workman will receive 
_ enough to provide for his necessities and the high-salaried employees 
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do not become a drain on the fund. Already more than 1,600 old 
employees are finishing their lives free from anxiety and want through 
the benefits of this plan, and each month brings many additions to 
the number. The annual cost of provision for this permanent fund 
and the payment of pensions is upwards of $700,000. 5. 


Sanitation and Welfare 


The most recently organized work for improving conditions 
among employees of the Steel Corporation is in sanitation and wel- 
fare. This work is being organized in the same manner in which 
the system of accident prevention has been worked out and with 
the same theory of bringing these matters home to the heads of 
departments, superintendents and foremen, and above all, to the 
men themselves. “In these matters especially must the workmen be 
enlisted. Without their participation all such efforts are merely 
lifting on boot straps. 

Although this work is only in process of organization and devel- 
opment its cost last year has already amounted to $1,250,000. Time 
does not permit me to do more than mention some of the ways in 
which this campaign for better sanitation and welfare was carried - 
on and this great sum of money was spent. nr 

Sanitary disposal of sewage and fecal matter is perhapsthe-most 
obvious and imperative question in any work Of this kind. In one 
of our subsidiary companies alone $100,000 was spent in this sort of 
work last year. * 

Brovi ision for pure water in all plants and houses, which betorig cd 
to our companies is an important and expensive matter... A sy stem 
of purified and-cooled water for one plant cost $4,000. 

Drainage of stagnant water, prevention of flies, cutting weeds, > 
collecting garbage, fencing and painting and-enforcing eleanliness — 
and order generally are among the demands of this work. : 

supplies, especially milk and meat, must-be protected 
from contamination wherever our companies have any responsibility 
for providing such applies. 

The installation of wash-rooms, shower-baths and lockers for 
a change of clothing has.cost large-sums. One swimming pool has _ 
been built and we hope more will follow. 

One of our companies is establishing at each of its mills in 
crowded districts playgrounds for the children of its workmen. 
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Another company at one of its plants has provided land, furnished 
seeds, and given prizes for the making of gardens by its workmen. 
This idea has been so successful that the land allotted to this use 
now looks like a well-kept market garden. 

All our companies are donors to hospitals, churches, clubs, 


libraries and other organizations established by the communities | 


and the workmen. It is the aim of our managers to make their 
plants a benefit to the communities in many ways additional to the 
wages paid the workmen. 

Few people know how much our plant managers spend in 
carrying employees through hard times when there is not work enough, 
in furnishing groceries and coal, in paying rent and insurance to 
assist sick employees, in giving a little Christmas cheer to those who 
are in misfortune. These things are done as a matter of course, 
year after year, without any advertising. 

In many a community the plant manager is the supporter and 
patron of picnics, athletics, musical organizations among the men and 
many other wholesome forms of amusement. In some districts 
schools for special instruction in the needs of their work are main- 
tained by the companies. 

Elsewhere, lunch-rooms, waiting-rooms, wash-rooms and im- 
proved light and ventilation are the subjects of attention. 


I have taken these items directly from the accounts; .batylease | 


do not understand me to say that all of these things are done in all 
the subsidiary companies or in any one of them. Many of these 
things are done in all of the companies, and all these and other means 
of making better the conditions of its workmen are on trial and under 
consideration somewhere in the Steel Corporation, with the hope and 
the purpose of eventually bringing all the companies and all the plants 
to the best standards. 

But right here I wish to impress upon you the necessity of 
making haste slowly in matters of this kind. Each community of 
workmen, each mill, has its own particular problems. What may be 
the duty of an employer in an isolated mining camp would be an 
unwarranted encroachment upon the independence of the men in a 
populous community. Always it has been the policy of the Steel 
Corporation to avoid any sort of paternalism. I believe that has 
been and is a wise policy for the ultimate good of the co.npany, the 
workmen, and the country. But remember that such a policy 
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en careful stud y of these various kinds of assistance to the work- 
men. At one of the National Tube Company playgrounds which 
I have mentioned, the young woman in charge said to a little girl, 
“Jenny, your face and hands are dirty. Tell your mother she ought 
to wash them every morning.” Next day the face and hands indi- 
cated that Jenny had given them more attention than her mother. 
The instructress said, “Jenny, did you tell your mother what I 
said?” ‘Yes, ma’m.” “And what did she say?” “She said you 
could go to .” This indicates the independence of a workman's 
household, an independence which may be sometimes mistakenly 
asserted, but which ought never to be mistakenly overlooked, ignored 
or undermined. 

Most of the criticism which has been directed toward conditions 
of labor in the steel mills is applied to the hours of labor, the wages, 

_ or the want of organization among the men. There has been much 

; loose talk on each of these three subjects—often without any attempt 

to analyze the facts or to find out the whole story. I will speak of 
these three subjects separately. 

The hours of labor in the steel mills of this country grew up with 
the industry. They were not established by the United States Steel 
Corporation, and they can only be changed slowly where changes 
are shown to be practicable and desirable. The change most needed 
has already been made in the mills of the United States Steel Corpora- 

- tion in that seven-day labor no Jonger exists, except under special 
circumstances, and the so-called long turn has been practically 
abolished. This change of itself marked a great advance and ought 
= prove that effective efforts are being made for the elimination of 
~ excessive hours in the steel industry. It may be interesting to know 
_ that the changes required to permit Sunday closing in one plant owned 
by the United States Steel Corporation cost $11,500. 

The twelve-hour day exists among only twenty-five per cent 
of the workmen employed by the United States Steel Corporation, 
although in the blast furnaces and rolling mills, to which the twelve- 
hour day is largely confined, probably half the workmen have a 
twelve-hour day, more or less modified by periods of rest. As I 
have said, the twelve-hour day is confined almost entirely to those 


the twenty-four hours. Any employer of large numbers of men will 
tell you that the twenty-four hours must be divided into two turns 
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or three. The steel industry adopted the two-turn system long before 
the United States Steel Corporation was organized. The same 
system prevails in Germany, where labor conditions have probably 
been made the subject of more state supervision than anywhere 
else in the world. Personally I am satisfied that the lightening of 
labor by machinery and the rest periods prevent the twelve-hour 
day from doing any physical injury to the workmen.” It may be 
that they have not a sufficient amount of time for their domestic and 
social welfare. That is equally true of a great many business and 
professional men in America. As a practical matter, there are many 
difficulties in making a change which will increase the cost of labor 
ata time when the price of steel products has been steadily reduced 
_ and wages have been steadily increased. “Since the Steel Corporation 
was organized the price of its products has been reduced on the average 
about ten dollars a ton. Meanwhile, wages have been increased 
twenty-five percent. Yet the efficiency of labor has not increased. 
It would be easy to substitute an eight-hour day for twelve hours if 
the workman could accept two-thirds his present wages, but the 
workman, like everyone else, prefers longer hours to lower wages; 
and there are more applicants for twelve-hour positions than for those 
where the work is only ten hours, because the former pay better. 
This is an economic problem which confronts the industry and time 

is required for its solution. 
As I have said, wages have been increased twenty-five per cent 
_ since the United States Steel Corporation was formed. The corpora- 
tion has always been opposed to reductions in wages, and in 1907 
refused to make reductions, even when others did so. I believe 
I can say with confidence that no higher wages will be found in the 
steel industry than are paid in the mills of the United States Steel 
Corporation. It has sometimes been said that the wages of an un- 
skilled laborer in the steel industry are insufficient for the support 
of a family according to American standards. While I do not believe 
the correctness of the statistics relied on has been established, I 
think there is yet another answer. Wages are necessarily much a 
matter of supply and demand. That always has been so—it probably 
always will be. The wage rate of common labor in the steel mills 
is affected greatly by the facts that a large proportion of the men 
who seek work are not accustomed to American standards of living 
and do not intend to change their own standards, and that a large 
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proportion of them are single men and have no families in this country. 
_ For these reasons they can work and seek to work even at low wages, 
because the supply of unskilled workmen is nearly always large. 
The same principles are applicable elsewhere than in the steel in- 
dustry. For example, it is well recognized that wages of women 


same extent as the men, and so they can work and seek to work 
_ even at lower wages. 
a Of course you ask me, “Shall these men go on living below Amer- 
ican standards and unable to support families in this country?” 
I answer, “By no means.”” It is admitted that even now these 
men are saving money out of their wages, constantly increasing 
their savings-bank deposits, and bringing their families to this coun- 
_ try by thousands. The way out of their difficulty in supporting 
_ their families according to American standards is simply to rise 
out of the ranks of unskilled labor into the ranks of semi-skilled and 
finally of skilled labor. There is no contention that skilled or semi- 
_ skilled labor in the steel mills is not well paid. There can be no 
question that the supply of such skilled labor is nearly always insuf- 
ficient. There is customarily an over-supply of unskilled and an 
under-supply of skilled labor in the steel industry. Perhaps it may 
_ be asserted that the present-day immigrant cannot rise from the 
ranks of unskilled labor. I answer that every class of immigrants 
_ who have come to this country and have begun as common laborers 
_ have risen successively to the ranks of skilled labor, and that as a 
matter of fact, the present immigrants are doing the same thing all 
the time. 

The question of organization among the workmen in the steel 
industry is too large, too serious and too difficult a subject to discuss 
in a small portion of a short address. It is a subject where discus- 
sion too often engenders ill feeling and most unfortunate bitterness, 
where differences of opinion are seldom accepted with patience or tol- 
erance on either side. For myself, I believe we must get rid of law- 
essness and of violence and of oppression on both sides and wherever 

hey appear. I believe no agreement can be reached until the two 
arties are both prepared to seek an agreement on the basis of mutual 
dvantages offered and of equal responsibilities assumed. We must 
learn that self-respecting and courageous men, whether workmen 
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or employers, will never permanently accept any arrangement reached 
a by intimidation or by the doctrine that ‘ You must deal with me or I 
will not allow you to deal with anyone.”” I am not going to discuss 
_ instances in which either party has acted contrary to what I believe 
ew principles, nor to consider whether any such actions were justi- 
fied by the acts of the other party. I shall simply state what I 
" _ believe to be the record and policy of the United States Steel Corpo- 
- ration upon this matter: The United States Steel Corporation has 
2 made no war on unionism. It has acted wholly on the defensive 
- and in defence of the principle of the “open shop,’’ where employ- 
‘ment is not a question of unionism or non-unionism, but of a man’s 
2 ability and desire to work. There are great numbers of men in the 
employ of the United States Steel Corporation to-day who are union 
men and are known to be such. We do not believe it to be the wish 
: a. the people of this country that a man’s right to work shall be made 
dependent upon his membership 3 in any organization. We consider 
i the principle of the “open shop” only another aspect of the princi- 
ne _* upon which the government of this country was founded and 
has been maintained, and in that belief we think the people of this . 
- country are with us. 
If I have dwelt too largely upon conditions in the United 
States Steel Corporation, it is because my knowledge of the effect - 
of industrial combinations on labor conditions is derived largely aes 
from the conditions in the Steel Corporation. I am not unaware __ 
of the good work which has been done by the smaller steel manu- | 
facturing companies. I know there has been much of it, but I _ 
am not sufficiently familiar with its details to tell you about it. _ 
And it is my earnest belief that the great size, the great strength _ 
and the great organization of the United States Steel Corporation | 
have made it the most effective factor in the improvement of labor © 
conditions in the steel industry. I do not believe the smaller com- 
panies could have afforded many of the things which the Steel Cor- : 
poration has done, or could have risked many of the experiments ie 
which it has tried and found to be successful. In short, I believe 
the well managed industrial combination is our most potent factor 
and our greatest opportunity for the improvement of labor conditions. 
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DISCUSSION 


PETER ROBERTS, Pu.D., Secretary INTERNATIONAL Com- 
MITTEE, YOUNG MEN’s CHRISTIAN AssociATIONs, New York: The 
first thing that occurred to me in listening to the papers read this 
morning was, that we need some definitions in order to clarify ideas 
upon this important question. An industrial combination exists for 
commercial purposes. It is not a question whether it has a soul or 
not. The reason for its existence is commercial. The faith that is in it 
is summed up in profits. The individual members of an industrial 
combination may be humane and charitable, but the combination 
has its being and its continued existence because it is the most profit- 
able method of carrying on business devised by capitalists. We 
also should define a worker or laborer in the sense this discussion 
considers him. Sixty per cent of the workers of the United States 
make less than $600 a year and none of us who are here this morn- 
ing can call himself a worker in that sense. The men who depend 
for their daily bread upon the daily rate of pay given to them in 
industrial concerns are the people we have in mind. 

It has been said by the gentlemen on my left that industrial 
combinations advance wages, those on my right claim that wages 
have been reduced. Both are correct. Wages is a very complex 
question, but we can state without fear of contradiction that the high 
wage of industrial workers which prevailed twenty years ago has been 
reduced, while the lower wage of unskilled workers has been raised. 
I was told the other day of a man who made $83 in one day in a steel 
mill and that year his annual income was $8,000. Another man who 
worked in Jones and Laughlin’s, South Side, Pittsburgh, made $33 
a day for nearly five years. It was not unusual twenty years ago 
to find men earning $15 or $20 a day in a certain industry. These 
high wages have been leveled down, they are not found to-day. A 
plant that paid $22 for riveting a car has the work done to-day for $8, 
hence men who could make formerly $5 and $6 a day can to-day 
barely make $2.50 or $3. On the other hand, twenty years ago 
I knew men working for 90 cents and $1a day. The lowest wage 
I have found in industrial plants at present is $1.30, $1.40, and in 
the United States Steel Corporation the average would possibly be 
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Xv $1.60 for ten hours’ work. I am convinced that industrial combina- 


tions pay a higher wage than independent concerns. It has been 
said that the standard of living should govern wages. Ido not think 
that is feasible. Another remedy is to establish a minimum wage 
of $2 or $2.50 a day. An exp.riment is now being carried on in 
Great Britain upon this very point and we can afford to wait and see 
developments. 

; Effects upon working conditions. Under industrial combina- 
- tion they have both been improved and made worse. I visited a 
steam plant lately where four boilers of 420 h. p. each were fed auto- 
matically. The coal came in cars, was dumped into the hole, raised 
_ by chained buckets to a crusher, then conveyed to the hoppers, then 
shaken down by mechanical device on the fire. The man who at- 
- tended those boilers had nothing to do save to watch the gauge, 
watch the water, and see that the steam was abundant. The grate 
was also cleaned by an automatic appliance, but it was necessary for 
the man to take a bar occasionally and release the clinkers from the 
grate. He told the superintendent that he wanted a helper for this 
purpose. The employer said: ‘“Why,a few years ago you worked 
without a shirt, shovelled the coal on the fire yourself, cleaned out 
the grate in the old way, and then took out the ashes, and now you 
cannot take a bar to release the clinkers.”’ ‘‘Oh,” said the man, 
“that was I am out of that now.”’ I remember the puddlers 
who stood before the furnace kneading pig iron for twelve hours a 


day. If they could get out three tons of metal they were good for 
nothing else and in summer time many of them at the close of day 

4 lay down from sheer exhaustion. Last week I stood in front of an 

é open-hearth furnace having in it seventy tons of metal. It was fed 
by machinery, the doors went up and down by machinery. All the 
-man had to do was to watch the molten metal, see that the gas was 

iy properly regulated, test the component parts of the mixture, and his 
three helpers were not slaves. Occasionally they had strenuous 
-_ work and hot work, but it was as nothing compared with the man who 
*¥, _ worked before the puddling furnace twenty or thirty years ago. On 
_ the other hand, conditions are worse because of speeding-up and nec- 
= essary disagreeable conditions. Take riveting. When this was done 
by hand it was hard on the ears, but it was an art and each riveter 
took pride in his work as a skilled worker. Now we have the pneu- 

: matic hammers worked by air, but the man who handles this kind of a 
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hammer is under tension and a strain that is not conceivable under the 
old manual method of doing the work. You work a riveter with these 
modern machines for eight hours a day for five consecutive years and 
he will not be good for much else. Take the molders. Machine mold- 
ing does not require a skilled worker and still I have seen men work- 
ing on chilled car wheels at a tension that eight hours would exhaust 
every particle of their strength. We want to preserve every improved 
condition possible and we are glad that these are possible, but we 
also want to consider the man who works under such a pressure that 
after five or ten years he is a dependent. These conditions demand 
attention, and I think that the remedy is that all employment which 
puts such a strain on manhood and womanhood that the strongest can- 
not stand more than ten years of it, ought to be subject to a rotatory 
system or a reduction of hours, that men and women may attain 
the point of greatest efficiency consistent with the demands of physi- 
cal capacity and a well-rounded citizenship. 

The effect on labor organization. This has been destructive. 
Industrial combinations have uncompromisingly fought labor organ- 
izations. Take the following instance: Ina town in western Penn- 
_ gylvania two tin mills were operated by independent concerns and 
_ they were thoroughly organized. The combination got hold of the 
mills and very soon they were shut down and worked only three 
_ months out of twelve in the year. The town was reduced from a 
condition of prosperity to one of poverty. The town council came 
together, and appointed a committee to wait on the representative 
_ of the combination in that section of the country. The men were 
_ made clearly to understand that non-union mills worked full time. 
They transmitted this message to the labor organizations and within 
two weeks both charters were returned. Since then, for the last 
six years, these mills have worked regularly with only the ordinary 
_ intermission necessary for repairs. 

The discussion this morning has turned solely upon effect of 
- industrial combinations on labor employed by these combinations 
There is another large group of workers outside. What is the effect 
upon these people who are employed by independent concerns? 
_ There is unrest and dissatisfaction in the group employed by the 
- combinations, but there is still greater unrest and discontent among 
the ranks of workers employed by independent concerns. I will 
mention two things that cause unrest. First, these workers see 
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protection given to the employees of industrial combinations. The 
work done in the establishment of industrial insurance by the United 
States Steel Corporation is splendid. It has set the pace to other 
concerns, but it has set agoing a greater desire on the part of workers 
in general to secure for themselves the benefits which are now enjoyed 
by the employees of the United States Steel Corporation. The 
legislators of every state are hurrying to meet this demand and still 
greater efforts will be made in the next few years to meet the clamor 
of wage-earners for insurance against accident and pension for aged 
workers. Second, the vast mass of workers also feel that industrial 
combinations give unto the few at their head a great advantage to 
take more than their share of the national dividend. The workers 
believe that they do not get their right share of the productive wealth 
of the nation. They affirm that the men at the head of industrial 
combinations take the fat of the fry, while a bare subsistence is given 
the vast majority of laborers. If $800 a year income gives the head 
of a family bare means of subsistence, we must remember that fifty- 
four per cent of the heads of families in the United States do not 
come within a hundred or one hundred and fifty dollars of that figure. 
This discontent is real. It does not seem possible that conditions can 
last long under present rates of distribution. There are ominous 
signs of discontent. These have cropped out both in a silent way 
by the ballot and also by industrial upheavals which have arrested 
the attention of the civilized world. We must take these things into 
consideration and the unrest and discontent among the working 
classes to-day must not be pooh-poohed or blindly passed by. 


Mr. JOHN A. FITCH: I did not come here to enter into a 
_ debate, but since Mr. Bolling did me the honor of mentioning some of 
_ the things that I said, I should like toadd justa few wordsmore. I 
want to say that I have no animosity in this matter at all, and I 
_ believe in large combinations. I believe that it is possible for work- 
ing conditions to improve more rapidly under large combinations 
than they can in small individual plants. I tried to put before you 
a number of evidences of their having improved. 

I believe that all of us here are concerned about the welfare 
of the people, that we believe that folks are more important than 
billets, that it is worth while to consider whether men, women and 
children are well off in this country, and that this is more important 
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even than to get the foreign market away from Germany. Not 
that anybody has suggested that this is not a great thing, but I 
want to have it clearly brought out. We can easily consider ques- 
tions that seem to be questions of fundamental justice, and forget 
the man that is down in the ditch. We may, in our intelligence, 
gather here and decide things we think are good for the world, but 
_ what we decide may hurt instead of help, if we do not understand 
the point of view of the man who works with his hands. 

Mr. Bolling says that a great many union men are working in 
the Steel Corporation plant, and that they are satisfied. I question 
Mr. Bolling’s right to speak for laboring men and to say just how 
they feel. I do not claim that I can speak for them. Yet my 
opportunity for observing them has been such, I think, as to make 
it fair for me also to express an opinion. For nearly a year in 1907 
and 1908 I lived in Pittsburgh and talked with steel workers when- 
ever I could. In September, 1910, I started on a trip to the steel 
centers of the United States, visiting Pittsburgh, Buffalo, Johnstown, 
Steelton, Bethlehem, Pa., Youngstown, Ohio, Chicago, Gary, Pueblo 
and Birmingham, taking ten months for the trip. I talked with 
laboring men in all of these places and tried to get their point of 
view. The things I have been saying have been based on that 
investigation. I found everywhere a great feeling of unrest, a feeling 
_ of bitterness, among the employees of the Steel Corporation as well 
as of other companies. 

The Steel Corporation people believe, I think, that they are 
- doing great things for labor. I believe they are mistaken. How 
can they be cognizant that they are doing the nght thing when 
there is no opportunity for labor as a whole to express itself and to 
let the managers know what they want? I had a very pleasant 
interview with Judge Gary once and I told him some of the things 
that I have been mentioning to you. He expressed a wish that 
dissatisfied men could get in touch with him personally. At the 
Edgar Thomson plant some employees had gone to the superin- 
tendent with a petition, asking for an eight-hour day with an equiv- 
alent decrease in wages, and they had never received even a reply. 
_ Another group at the National Tube Company plant in McKees- 
port had begun to draw up a similar petition when they received 
word from the superintendent that they had better drop it. I told 

Judge Gary of these things and he said that that was not right. 
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man, getting a salary of at least three thousand dollars a year. 
I knew that he was opposed to seven-day labor. So an associate 
of mine, in view of Judge Gary’s statement, wrote and asked if he 
would not circulate a petition among his men asking for one day 
of rest in seven. His reply was that he had been in the corporation 
for a long time and that when he quit he wanted to quit of his own 
accord, he did not want to be fired, and so he thought it best not to 
circulate the petition. Since then, I have talked with Steel Cor- 
poration employees all over the United States and asked them if 
they would be willing to sign a petition like that. The invariable 
reply was that they could not go over the heads of their superiors— 
they would be fired. 

So here we have a situation where the men at the top want to 
do the right thing, but the organization is such that they cannot 
_ know the needs of the workmen—there is no means of communi- 
cation. I am not talking here about employers who are putting 
men on the rack, who are lying awake nights thinking of ways of 
doing harm to their employees. Not at all. I am speaking of men 
who have humanitarian motives, but who are following what I feel 
- sure is a mistaken policy, and who, because of this policy that pre- 
vents any discussion by the workmen of matters pertaining to their 
well-being, are prevented from dealing justly, and are continuing 


_ in force policies that are inimical to the welfare of the men. 


I want to say just a word in regard to the statistics that I quoted, 
tending to show that the unskilled workers do not get enough money 
_ to enable them to live according to American standards. I quoted 
a study made by Professor Chapin and others in New York. I 
have not heard of statisticians expressing any opinion that that 
was not a scientific study. In fact, I think it is pretty generally 
conceded that Professor Chapin’s figures are accurate. So, having 
the cost of living in New York, I took the figures of the English 
Board of Trade, from their study of the cost of living in America. 
Mr. Bolling himself suggested to me the other day that I do that. 
And I discovered that their figures showed the cost of living to be 
the same in Pittsburgh as in New York. So I believe that it was 
fair to use the figures the way that I did. The unskilled steel workers 
are not starving to death, and they are able to live, although in very 
wretched condition. But they are very largely single men, or men 
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who have left their families in Europe, because they cannot afford 
to support families on the wages that they receive. Conditions 
must be such in America that men can have families, and if our 
industries are to be manned by immigrants, wages must be such 
as to enable them to set up independent homes. : 


p As to Mr. Bolling’s suggestion that the way of escape for un 
: skilled laborers is through their acquiring skill and moving up - ; 
i the ranks of the better paid positions, I want to point out a few 


things that he has apparently overlooked. In the decade 1881 to 
1890, the average annual immigration into this country was 524,661. 

Seventy-two per cent of these immigrants were from Northern and — 
Western Europe and only eighteen per cent were from Southern — 
and Eastern Europe. In the decade ending with 1910, dei, 
the average annual immigration was 879,538, and of these only — 


three countries Austria-Hungary, Italy and Russia. I am ae , 
these figures from ‘‘ The Immigration Problem,” by Jenks and Lauck. 
This is of great significance, in view of the fact that the immi- | 
grants from Northern and Western Europe are to a considerable _ 
extent skilled mechanics fitted to take the higher positions. A | 
strong example of this occurred in the year 1897, when under a_ 
beneficent tariff the tin plate industry was born. There were no 
men in this country skilled in the manufacture of tin-plate, so we 
had to import skilled labor from Europe. I do not mean to imply 
that there was a violation of the contract labor law; but coincident: = 
with the building of tin mills, there was a great immigration of 
Welsh tin men. Now, when nearly three-fourths of the immigration __ 
is from Southern Europe, the unskilled labor market is being swamped. — 
We are getting immigrants who know something about farming, and — 
nothing about industrial occupations. In addition to this important | 
fact the situation is further complicated, because in the steel industry — 
especially the tendency is for the proportion of skilled men to ae 
less and less. If all of this great mass of unskilled labor were capable 
of rising to the skilled positions, it would be a mathematical impos- 
sibility for any but a few of them to do so, on account of the rela- = 
tively small proportion of such positions. The only way by whic ho 
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it could possibly be done would be to kill off the skilled men as rap- 
idly as possible and to eliminate at least half of the unskilled at 
regular intervals. 

Just one word more in regard to what modern industry has 
done. Because of large combinations of capital, it is possible for 
labor conditions to be improved, but this is a possibility that has 
not been fully realized. Coincident with the development of great 
combinations of capital has come increased sub-division of labor. 
In earlier times, the man who started a process generally finished it. 
He had a chance to give vent to the creative or artistic instinct 
which he might have, but that is no longer true. Work has become 
specialized and no longer is there the opportunity that there formerly 
was for a man to put his personality into his work. He does one 
small part of the process of which he sees neither the beginning nor 
the end. So the tendency is under modern conditions of industry to 
make a man into a machine instead of a thinking being. It is just 
this condition that makes it essential that the working day be short, 
if we are going to develop and conserve the artistic spirit that exists 
among theworkmen. Theshort day demand is not the demand of the 
lazy man who wants to do less work. An employer of labor said to 
me protestingly: ‘‘What right have you to stop a man at the end of 
eight hours when possibly he may be just getting interested in his 
work and want to see a process through? A man conducting experi- 
ments in a laboratory, for example, often starves himself and works 
feverishly for hours in the hope of bringing something to fruition, 
or of finding a new path, but you want to deprive the workman 
of this right to an eager interest in his work. You want to stop 
him just because the clock has got to a certain point.”’ It is exactly 
because I want to accomplish that thing and want to conserve the 
workman's interest in his work that I favor a shorter work-day, so 
that he shall not have his spirit deadened by the mechanical efforts 
that he puts forth in his daily toil. He must have an opportunity 
to develop the spiritual and the artistic side of his nature, or modern 
industry is going to make him a poorer citizen instead of a better one. 


Mr. SAMUEL GOMPERS, PresipENT AMERICAN FEDERATION 
or Lasor: Iam very sorry that the false impression has gone forth 
that I work thirty-six hours a day. I have heard the gentlemen who 
addressed you, have been very much interested in what has been said, 
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and I will attempt to discuss in ten minutes some of the points with 
regard to which I shall be very glad to announce my entire assent 
and call attention to some of the statements from which I must 
express dissent. Notwithstanding any facility I may have to adapt © 
and concentrate myself, I am sure that in ten minutes I shall do 
myself and you a grave injustice. I am very much interested in the | 


statements that have been made. To jump and skip on the high | 


places: I have had great pleasure in being acquainted for many years 
with Mr. McCleary who addressed us this morning as the typical 
“worker,” and who is secretary of the American Iron and Steel | 
Institute and located at New York. Of course the facility with which 
he can address an audience on the basis of being a ‘“‘workman”’ 
must commend itself to your very serious consideration, particularly _ 
when we have the working men, the working women, and the work- 
ing children of our country in mind. I know that Mr. McCleary | 
has worked hard and long and assiduously, but I think that he has — 
another basis from which to present this question than from the | 
standpoint of the American workman, workwoman or working child, 
as I understand we are trying to discuss this question this morning. 

I have met Professor McCleary, not only in his home state, Min- 
nesota, but I have met him as a member of congress, a member of © 
the committee on labor, and I am very sorry to say that I have spent 
my hours in vain before that committee, in the presence of Professor | 
McCleary, if I have conveyed to him that conception of the philoso- . 
phy of the shorter working day that he has expressed this morning. If 4 
my memory serves me right, he seems to entertain an idea, which he © 
obtained before the committee on labor in the house, that there exists 
in the minds of the advocates of the shorter workday a notion that 
there is a fixed amount of work to do, and that if the shorter workday 
should be introduced there would be more work for all others to do. 

I say, if that is his conception, I have spent many idle and wasteful 
hours in explaining otherwise. For in every utterance that I have | 
made on this subject, and those who have been associated with me J 
have made, it has been the very proposition that a reduction of the 
hours of labor would, by reason of man’s additional leisure and oppor- 
tunities, for him and his family, and for this whole people, have as 
a consequence a larger vista of life, and a greater production of things, 
and a constant increase in demands, in which and for which it would 
be necessary to introduce more and better, and still better, machin-— 
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ery and methods of production, giving more employment to the 
workers of our country. I should write myself down a dunce if I, 
or the men and women with whom I have associated, should advocate 
a proposition based upon the conception that there is only a certain 
amount of work to do. Why, the fact that there is a constantly 
increasing production of the wealth of the country would make such 
a position untenable. We want a shorter workday in order that a 
man may go to his home and to his little ones and spend there the 
time that shall help to make out the life of a full-rounded American 
citizen, and that he may have the opportunity of acquainting himself 
with the conditions of society, with his civic and political duties, 
and be in a better position to exercise these duties. 

I take it that production is for utility, for use, and, as has been 
stated before, production is to-day on a large scale instead of upon 
a small scale. The conditions of the working people, I grant you, in 
many instances have improved. But there are two things that 
have been the result of combination, which did not exist prior to 
the formation of these industrial combinations. The time was when 
men worked from sun-up to sun-down. With the introduction of 
machinery and artificial light, workshops were operated after nature’s 
light went down. In no time in the history of civilized nations, 
within the past hundred or more years, until the era of industrial 
combinations, were there so many long hours of labor each day. 
Secondly, never were there seven days in each week. The seven 
days’ labor was the result of our industrial combinations. 

I am not a man who finds himself in antagonism to the industrial 
combinations as such. I have believed that honest industry should 
not be hampered by meddling legislatures, but I also hold that the 
right of free association is essential to the wage-earners if an equi- 
librium is to be established between employers and employed. The 
tremendous power that industrial combinations hold over the workers 
when these are acting as individuals must be checked by the workers 
acting in unison. I grant that some of the labor conditions have 
_ improved since the era of industrial combinations, but I take issue 
_ with the gentleman who is solicitor for the United States Steel Cor- 
_ poration when he assumed the magnanimous position implied when 
he speaks of “‘what we have done for labor.”” What “we” have 

_ done for labor! I would prefer that all improvement should come 
through the manhood and character of the workers themselves. I 
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think a man improved who is unwilling to accept the charity that 
is offered to him; it is not a good substitute for bread honestly earned 
by the sweat of one’s brow. The industrial combinations, it is true, 
have done some things, not voluntarily—very few of them have—they 
have either been forced to do it by the state or from fear of the indus- 
trial revolt. Some of the improved conditions which have becn 
conceded by or forced from industrial combinations are more than 
offset by the destruction of the character and independence of the 
American spirit of the people in their employment. To-day the 
United States Steel Corporation is practically free from any “incon- 
venience’ from the organized labor movement. It has peace in its 
plant. Itis the sort of peace that the Czar of Russia proclaimed when 
he said, ‘‘ Peace reigns in Warsaw.”” The United States Steel Cor- 
poration, and all of the other corporations which have either by 
direction or indirection in the same or lesser degree succeeded in 
crushing out labor organization, are lulling themselves into a fancied 
security, but one morning or other they will wake up and find it 
was either a dream or a nightmare. They have crushed out the or- 
ganizations of labor in many plants. They have, by direct or in- 
direct methods, opened up a channel of immigration to their plants, 
and American workers are there no longer to any appreciable extent. 
The managers think, in a way they know, that their immigrant 
employees are docile! They do their bosses’ bidding without murmur, 
they go along patiently, carrying their burdens, and the heads of the 
combinations feel safe. So did the proprietors of the textile mills 
of Lawrence. The effect of all schemes put in operation by these 
corporations has been to degrade their workmen, to tie them to their 
work, to take away from them the opportunity of protest. But 
some day they will protest. Probably not in the same way as the 
American trade unions, the way of the American Federation of Labor, 
not by the good old-fashioned American plan, the Anglo-Saxon 
plan. But if the great industrial combinations do not deal with 
us they will have somebody else to deal with who w'll not have 
the American idea. 

Just a word as to a remark made about what should be done, as 
a way out of existing conditions, that the unskilled workers should 
rise out of the ranks of the unskilled and move toward the ranks of 
the skilled. That is splendid, in theory, but in practice it is not a 
question of a man walking from one street to another by choice, or 
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walking from the slums into the parade grounds or to the parks. 
The unskilled workmen are not there by choice. They would prefer 
to be skilled workmen, and be able to join the skilled workmen in 
their ranks and be part of them. The fact of the matter is that with 
- the wonderful machinery that is continually coming in, with the 
consequent division, subdivision and specialization of labor, there 
_ are less and less numbers of skilled workmen, proportionately, in each 
_ plant. The ranks of the unskilled workmen are constantly recruited 
- from the ranks of the skilled workmen, who find their occupation 
gone by reason of new tools, methods, inventions. 

I will close by saying that the American labor movement does 
not stand for lawlessness, for violence. We realize that none are 
injured more by lawlessness and violence than those upholding 
the cause of the men and women of labor. If perchance there be 
a wage-worker here and there who becomes a derelict and who re 
- sorts to violence, should all our movement and all our men be com- 
pelled to bear the odium? Is that test applied to every other pro- 
_fession and institution in our country? And I want to say this 
also, with regard to the remark concerning ‘‘ these self-chosen leaders 
of labor.” There are none of them self-chosen. They are the selec- 


tion of the rank and file, by the most democratic methods. Their 
unselfish, self-sacrificing devotion to the cause of the working people, 


and their demonstrated worth, have earned them the respect of the 
_ toilers of our country. They are men who have tried their level best 
_ to do for their fellows. It is not pleasant, when discussing a con- 


crete proposition, to have it hurled in the faces of the representatives 


zg of labor that they are self-appointed and self-seeking. Of course, I 
_ prefer the good will of my fellows to criticism, but there is still a 
greater preference that I have; I want to be satisfied that my con- 
_ science is clear, and that I have tried to serve my fellow-man. _ 
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THE POSSIBILITY OF COMPETITION IN COMMERCE 
AND INDUSTRY 


By Joun Bates Crark, LL.D. 


7" Professor of Political Economy, Columbia University, New York. 


Our industrial system has become what it is as a result of com- 
petition and our entire policy in dealing with it depends on the 
question whether competition will or will not continue. If it does 
not continue, the safety of the public will depend on a regulation of 
prices by officials of the state. The objections to this measure are 
little appreciated. The complexity and difficulty of the work of 
fixing prices by authority and the uncertainty of the results are 

self-evident. Not quite so self-evident are the checks which the 
policy would put on technical improvement and the paramount 
_ importance of such improvement. Prices as fixed by a commission 
would doubtless be based, in the main, on the cost of production 
and a reasonable return for the producer. On such a basis a great 
trust might be able to make as much with antiquated appliances 
as with modern ones, and it would naturally rebel against the neces- 
sity of “sacrificing capital’’ by throwing away the machinery it has. 
_ So to speak, it would make no adequate use of a junk heap, and 
invention would stagnate—than which, if it became a general condi- 
tion, no greater evil of an economic sort is conceivable. 

; On the other hand, if competition should continue, another 
_ measure would come into view as a possibility and it needs to be 
examined in advance. It is a certain restriction of the size of cor- 
--porations. If they were large enough to do all the business in their 
several departments and were actually doing it, of course compe- 
_ tition of an active sort would be extinct; but competition of a 
potential kind might theoretically remain. It is all important to 

*. determine whether this condition is or is not a satisfactory one. 
7 Potential competition is a regulator of prices and is the product 
_ of natural law rather than legislation. It once gave promise of being, 
in itself, powerful enough to keep prices within a short distance of 
- thelr proper level. In the eighties a number of the great trusts 
_ underwent reorganization in consequence of disregarding this in- 
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af fluence. They raised prices too high and the potential competitor, 
who might have remained as a latent force, promptly materialized 
as an active competitor and broke the prices down. It was an object 
lesson, inspiring a salutary respect for the power of competition, 
and some of that respect remains, though not all. 
The limit on prices which merely potential competition now 
furnishes is not a close one, and the reason for this is the power of 
the great producer to ‘‘slug”’ the small one when he actually appears 
in the field, by preferential rates of transportation, by local dis- 
crimination in the prices of goods, by the factors’ agreement, and 
by other measures. The great producer has maintained his monopoly 
by driving his rival from the field, and has done it by unfair play, 
_which can be ruled out by law. It is as if, in a game of chess, a 
bully could arbitrarily pick off his opponent’s queen and defy him to 
restore it; or as if, in a game of whist, he could appropriate trumps 
or aces ad libertum. It is as if, in a football game, he could foully 
‘disable his opponent, in defiance of umpires. 
In the economic field mere size does not, in itself, guarantee 
_ Success in the contest of survival. The victory goes, under normal 
conditions, to essential excellence and that trait may be possessed 
by the smaller company rather than by the great one. Excellence 
as a public servant normally enables any producer to thrive and 
- grow, and if this is made to be the actual test, as well as the natural 
and right one, the entire question of the continuance of competition 
will be translated to a higher plane. The excellent servant with 
a small capital will have an indefinitely better chance than he now 
has for survival, and until this condition is created it is unintelligent 
to draw the conclusion that competition is moribund. This means 
that we cannot know whether effective competition will survive or 
not till we have taken measures to prevent it from being killed by 
foul blows. 

Some of those measures have long been well known, as a mat- 
ter of theory, and some effort has been made to put them into prac- 
tice. There is less favoritism in transportation than there once 
was. Local price discriminations and the factors’ agreement are 
things which can be repressed. The monopolizing of raw materials 
can be prevented and, in a general way, a condition can be created 

in which any producer can thrive if only he renders to society a 
service which entitles him to do so. When that has been done, 
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it will be time to pronounce a final judgment on the future of com- 
petition. Before it has been done, it would be an absurdity to do so. 

Potential competition is now by no means extinct. In the case 
of every trust, however powerful, it has some influence on prices, 
but its influence is not what it should be. It is by no means what 
it will be when the foul blows of which it is now in danger shall 
be ruled out. It is all important that we should have clear evi- 


dence of its existence and its efficiency, and the only evidence which 


is conclusive is the presence of a certain amount of active com- 
petition. Where prices are high enough to afford a handsome 
profit to a new producer and he actually does not appear, there is 
something wrong in the situation. The evidence that he can appear 
will be furnished if he sometimes does so. 

In industries where trusts are extremely powerful, there are 
- usually some independent producers. If they are tolerated only 
by grace of the trust and can operate only in small and sharply 
- defined fields, they afford no evidence that competition is really 
free. There may be a policy in letting them live as a means of 
hoodwinking the public and as the basis of the claim before the 
courts that no monopoly exists. If their existence is not a matter 
of tolerance but of necessity, if the trust cannot crush them with- 
out unfair blows and is not allowed to resort to these, then a certain 
freedom of competition does exist. 

It will always be for the interest of a great corporation to pos- 
sess itself of the whole of its field, if it can do so without danger. 
As has been said, the government can make that dangerous; but 
it can do more than this, namely, it can reduce the temptation to 
resort to evil practices, by making impossible the gains that now 
come by means of them. It can prevent a corporation from absorbing 
a rival’s business as the result of a successful war upon him. 

We are living under the Sherman Law, and there is no prob- 
ability that it will be essentially changed. There is, at present, good 
reason why it should not be. It is to be hoped and expected that 
‘corporations doing inter-state business will be required to act, either 
under a federal license or a federal charter, and that an industrial 
commission of some kind will decide who shall receive such charters. 
In performing this duty, the commission will be the supreme pro- 
tector of the public, and if it is able and faithful, it will never license 
a company which is in possession of the whole field of its special 
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industry. It will impose on every corporation a burden of proof; 
first, that it does not have the whole field; secondly, that rivals 
maintain themselves by their own excellence and are not tolerated 
as a blind for the public; thirdly, that there are enough of them to 
affect the standards of price in the whole industry; and fourthly, 
that the way is so open for the entrance of more that prices — 
become extortionate. 

It will be seen that this amounts to.putting some restriction _ 
on the size of corporations. If we call it a definite regulating of the 
amount of their capital, we use a somewhat misleading expression, 
for the policy does not involve determining, in a statutory way, 
what fraction of the total capital of an industry a particular com- — 
pany shall control. To say that a corporation shall never be allowed © 
to have more than fifty or seventy-five per cent of the total capital — 
of the industry would lead to practical difficulties; and though it 
may be possible to surmount these, it is much easier to avoid them. - 
If we refuse federal charters or licenses to corporations which can- 
not show that active competition exists and that potential competi- on 
tion is free and effective, we accomplish the purpose in view, and | . 
it is then less important whether the field is in the possession of © 
one colossai company and many smaller ones, or in that of one 
company which is very large and a number of others of moderate 
size. If this were the place to argue the question, I would main- 
tain that under such a system, tolerant competition, as distinct 7; 
from cut-throat competition, is probable. The motive for a fierce 
war of prices is a desire to absorb a rival’s business and it will be — 
removed if that absorption itself is rendered impossible. It is an 
unthinking judgment that assumes at once that even such a divi- — 
sion of a trust as should make ten corporations out of one would 
be followed by a war of extermination between them, and that : 


necessity for a future union would so reveal itself. We can divide 
an enormous trust into ten fragments, if we wish to do so, and can 
probably escape the direful war of prices which many persons anti-— 
cipate. Nevertheless the view here advocated is that such drastic 
divisions are probably unnecessary. What may be said with cer- 
tainty is that the need of them has not been proved. Short of that 

it is in our power to give to competition complete, vigorous life, — 
and thus to retain, in our industry, that principle of progress on which © 
the value of the system and the hopes of all that live by means of _ 


it depend. 
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UNFAIR COMPETITION BY MONOPOLISTIC 
CORPORATIONS 


I believe that it is high time that we should give up ihe hopeless 
attempt to destroy by law without making any distinctions, all aggre- 
gations of capital, and that we should adopt in its place the prom- 
ising program of the regulation of the whole situation by appropri- 
ate law. The ideal condition, to my way of thinking, is to have 
monupoly, where that is the more effective form, and competition 
where that is the natural thing. To that end, the law should do its 
best to see to it that there shall be an open market in which that type 
which is the economically advantageous one shall survive. When it 
is more or less true that any man may enter any business upon his 
merits, the maintenance of this open market is assured. But if men 
in every business are left at the mercy of the predatory tactics of the 
combinations, the door of opportunity is closed. And to the major- 
ity of men an end of competitive conditions in the ordinary businesses 
would seem the final catastrophe beyond which there could be 

othing but the horror of anarchy or the hopelessness of socialism. 
It is because of these perils to society that we are finding to-day such 
agreement as to the propriety of regulation of the industrial situa- 
tion by law. A very great change this is, from the doctrines of 
laissez faire of the early nineteenth century to the principle of state 
control in this early twentieth century. 

It is fundamental in our law that mere competition is not a 
sufficient justification for taking away business from a rival; it must 
be fair competition as well. Generally speaking, a customer may be 
taken away from a rival by any fair inducement, but not by any 
unfair methods. Advertisement and solicitation, for example, are 
fair; fraud and intimidation, equally plainly, are unfair. Speaking 
generally, as one must here, that is held fair which the community 
wegards as consistent with its safety; that is held unfair which the 
state considers dangerous to its peace. The predatory tactics of the 
modern trusts have shown us that there are new — which our 
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law must be prepared to meet. It is not enough to maintain an 
effective police against the old wrongs. There are new sins against 
industrial society which the law must be capable of reaching. A 
narrow conception of the older cases would not give the law scope 
enough to meet these new conditions. But our common law, as a 
system of justice proves itself, from age to age, capable of dealing 
_ with the wrongs of which that age complains. Make the law as big 
_ as the business, and the problem is solved. 
It is one of the paradoxes of the time that, while every praise is 
accorded to those leaders in any business who bring about note- 
_ worthy progress in industrial efficiency, there is apparently nothing 
but universal execration for those who have founded the great con- 
cernsinanyindustry. And yetit seemsclear that in certain business 
- you can not have the highest degree of industrial efficiency without 
“2 _ the greatest possible concentration. Where monopoly is thus nat- 
_ ural, I am prepared to argue that there is necessarily something good 
m °s in it, which can be turned to the common advantage, if its conduct 
should be effectively regulated. Indeed, I am not afraid to say that 
I believe that efficient regulation is the real solution- of the trust 
_ problem, because I see in many of the trusts much that can be turned 
to good, as well as much that is a menace to the public welfare. At 
Teast, I think it is time that we should face the fact that monopoly 
is inevitable in those businesses where the situation is such that 
competition will not longer work effectively. The present cam- 
paign for the dissolution of all aggregations of capital I consider 
as unintelligent as the terrorist propaganda. 
I do not believe that the law should any longer attempt to 
destroy all of the trusts. Neither do I think that we should make 
an entire change in the law, and be content simply to regulate all of 
thetrusts. I believe that there are good trusts and bad ones, although 
it may be difficult to draw the line between them. That is, I would 
have the anti-trust laws remain on the books substantially as they 
are, so that the recent victories against illegal combinations might 
be followed up; but I would have new legislation by which legitimate 
concerns might no longer be worried. It may be hard to distinguish 
illegal aggrandizement from legitimate growth, but this will be no 
more diflicult a line to draw than that which divides illegality from 
legality in many another matter. Indeed, I think that the distinc-— 
tion between natural monopoly and unnatural monopolization 
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should now be sufficiently clear, if not to business men themselves, 
at least to their counsel. 

There are policies which have been used in the past to get con- 
trol of the market the illegality of which is beyond argument. The 
story of these ruthless forays by which the robber trusts used to 
harry the country accounts for much of the indiscriminate denun- 
ciation of the trusts which we still hear. (1) Foremost are the rebates 
from the railroads, to which many a trust owes its dominance. (2) 
Hardly less important has been the abuse of the patent laws. by the 
getting out of lists of patents as the basis for lawsuits against com- 
petitors. (3) Another similar policy was the establishment of a 
bogus competing concern. (4) Bribery of employees to get at trade 
secrets appears all too frequently. No one can defend such policies; we 
need not discuss them further. Where these circumstances appear, 
no mercy can be shown. But these are unnatural monoplies, or, at 
all events, this is illegal monopolization. Some of these trusts could 
never have gained their control of their markets without such pred- 
atory competition. If they still have control of their market, it 
can only be because they are maintaining their monopoly by unfair 
tactics. 

But there are other policies by which many trusts have gained 
their dominating position, the illegality of which has not been so clear. 


~L¥es (1) Such an excluding policy as the refusal to Sell to retailers, who 


persist in buying anything of a rival manufacturer, is one example. 
(2) Making a lower price in certain localities, where incipient com- 
petition has appeared, is another. (3) Imposing terms in leases that 
the lessee shall not buy anything of the same sort has been used with 
fatal effect. (4) Fixing the prices at which the product may be resold 
is in the same class. The monopolies which are keeping their posi- 
tion by these policies have no economic justification, and for them 
there can be no defense. I believe that the law should punish such 
discriminatory practices as these so severely that no one would 
take the risk of employing them. We have been successful in making 
railroad rebating almost as dangerous to practice as embezzlement. 
What I am urging is regulation to any degree that may be necessary. 
For I believe that such police of the commercial situation is neces- 
sary for the securing of industrial freedom. 

Little need be said by me in support of the general policy for 
free competition. Equal opportunity for individual advancement 
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must be insisted upon if society as at present constituted is to exist. 
To what extent combination may be allowed in competition is a 


matter about which there is as yet much conflict. It is plain that the 


proposition that what one man lawfully can do, any number of men 
acting together by combined agreement, lawfully may do is too 
dangerous to pass unchallenged. It is to be received with newly 
disclosed qualifications arising out of the changed conditions of 
civilized life and of the increased power of organized combination. 4 
The difference between the power of an individual acting according 

to his preference, and that of combination is fundamental. The law 

of the land ought long ago to have made punishable these crimes 
against industrial society. If trade competition be the industrial 
war we are told it is, at least let us have those laws of war that _ 
modern humanity demands. It is the disgrace of the law that it did 
not see sooner that business policies which were not especially harm- 

ful in the older days of free competition had become too deadly tobe | 
allowed when employed by a monopoly. 

The great combination with substantia! control of its market 
differs fundamentally from the small one which is simply a factor 
in competition. Our law from time immemorial has subjected those — 
who had monopoly, whoever they might be, to an extraordinary 
system of regulation, as compared with the virtual freedom accorded 
to those who had no control of their market. This regulation by 
law has always been the policy of the state in dealing with any busi- 
ness which has so far attained control of its market as to be affected 
with a public interest. What the law regarding monopoly has always 
considered as altogether illegal is any form of discrimination. Dis- 
crimination in the conduct of a business which is affected with a 
public interest is essentially dangerous. We have put an end for — 
practical purposes to railroad rebating by the Interstate Commerce 
law with an Interstate Commerce Commission to enforce it, and I og 
believe that we could be equally successfulin putting anendtotrust 
discrimination by an Interstate Trade Act with an Interstate Trade 
Commission to enforce it. 

What I would urge would be not a repeal of the Sherman act; I 
would leave that for its appropriate work of dissolving combinations 
in restraint of trade. But I would supplement it by an act to regu- 
late concerns that have established a control of their market. My 
own idea in sine such an Interstate Trade Act would be to follow — 
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Unfair Competition by Monopolistic Corporations 

the Interstate Commerce Act, as far as that could be done. In doing 
this, we should have the advantage of using a well-tested code. As 
the President in his trust message declares himself ready to accept an 
Interstate Trade Commission, it is not improbable that the present 
Congress will provide for one upon somewhat the same basis as that 
of the Interstate Commerce Commission. Only legitimate con- 
cerns, however, should be permitted to register themselves under this 
commission; the illegitimate monopolies should be turned over to the 
tender mercies of the anti-trust law, although the commission might 
well be invested with the power to superintend the dissolution of 
these monopolies. 

First.—Establish an Interstate Trade Commission of seven 
members, with salary and tenure like the Interstate Commerce 
Commission. The present-Bureau_of Corporations should be made 
a bureau of the eommisson, to serve it as an investigating agency. 
A year ago the proposal of an Interstate Trade Commission would 
have aroused a storm of protest. We would have been told that it 
meant socialism and nothing less for the government to attempt to 
regulate these businesses thus. But governmental regulation—even 
to the extent of fixing prices—has been urged so often during the past 
few months by such influential persons that I assume there are very 
many of you who are quite ready to have such a commission tried, 
and your interest will be in the details of the proposal. 

Second.—Require every manufacturing and trading concern of 
a certain size to register itself with the commission in order to get 
a federal license to engage in interstate commerce. There-is,—it 
seems to me, no need of requiring federal incorporation of the trusts 
under the control of a trade commission any more than there has 
proved to be need of federal incorporation of the railroads subject 
to the commerce commission. Demand of every concern registering, 
a full statement of its condition, including particularly its oman’ 
zation and the basis of that capitalization. Require each registered 
concern to make an annual report, including its balance sheet, 
income, account, volume of output, value of output, etc. 

Third.—Give the Interstate Trade Commission power to regulate 
all concerns that have substantial control over their market. This 
can be determined in the first instance by the commission upon the 
basis of the returns that have been filed by the various concerns upon | 
taking out their federal licenses. Concerns that have a substantial 
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control over their market are so affected with a public interest ion 
they may properly be controlled to the extent that the public ser- 
vices are. Moreover, the commission should have full powers to 
make investigations and report thereon. If they find that any con- 
cern is party to an illegal act, they should bring the matter to the 
attorney-general for appropriate action. 

Fourth.— Define what are unfair practises; for destructive com- 
petition in a monopolistic business has various forms, such as (1) 
selling in one locality at discriminating prices in order to force out 
local competition; (2) selling one grade or variety at disproportionate 
prices in order to force out competition; (3) refusing to sell to pur- 
chasers who will not agree to deal with a rival; (4) imposing terms 
in leases that the lessee shall not buy anything from any one else; 
(5) fixing the terms and prices upon which the product shall be 
resold; (6) establishing a monopoly by requiring the purchase of 
other things from the patentee than the patented article. In other 
words, prohibit making discriminations against customers who 
refuse to obey the dictates of the trusts. Make this plain by requir- 
ing sale to all purchasers upon equal terms under substantially sim- | 
ilar circumstances. 

Fifth.—Give the Interstate Trade Commission power to give — 
relief against extortionate charges. At first, confine its power oat 
prices to reducing prices against which specific complaint has been © 


made to it, but in disposing of such complaints let it fix the price in . i 


question for the future. Provide that full returns shall be made as _ 
to the outstanding securities and actual capital of the concerns sub- 


ject to the act as the basis for such regulation. But at first provide 


that dividends shall not be reduced when the concern in question is - 
not making more than a fair per cent of profit upon each transaction. 
I would go very slowly in this matter at first, giving the commission _ 
only power to give relief in particular cases of outright extortion. a 
Here, as elsewhere, I believe in preserving individual initiative. I 
am for state control, not for government management. 

Sixth.— Persons aggrieved by unfair competition or by extor- 
tionate prices may bring complaint before the Interstate Trade Com- 
mission, which shall give appropriate relief. Aggrieved persons may 
also bring suit in courts for unfair competition or extortionate prices. 
The commerce court should have the same powers in relation to 
appeals as from the Interstate Commerce Commission. The com- 
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mission of its own initiative should have power to investigate unfair 
business by any registered company and report its results. The 
commission might perhaps be empowered to pass upon new issues 
of securities by the corporation subject to its control. 

This program ought to accommodate the conflicting interests 
involved in this issue. It should be the abuse, not the possession of 
monopoly, that should subject a concern to prosecution under the 
law in the future. The essence of the wrong of monopolization is the 
excluding of others from the market, not the mere growth of the 
concern itself, by successful activity. In other words, it is unnatural 
growth by unreasonable tactics that should be punished, not natural 
growth by deserved success. Monopolization by exclusive policies 
and unjustifiable discrimination is the thing to be prevented. Make 
the law as big as the business and the problem is solved. 

With an open market, a rival concern may succeed on its merits; 
but not if the trusts are allowed to control the market. If this 
opportunity is preserved, there will be protection against any injury 
to the public—if not by competition itself, by the potentiality of com- 
petition. If the unfair competition of the trusts is forbidden, compe- 
tition by outside concerns will always be possible. There is in every 
industry an impelling tendency to do business upon that scale, 
large or small, which is economically the most advantageous. If the 
law sternly repressed unfair tactics the natural processes of fair 
competition would inevitably result in there being natural monopolies 
only in those comparatively few businesses where there is no limit 
to the law of decreasing costs. Only those trusts that deserved to 
survive would survive; unless they could produce cheaper than 
their rivals, they would be doomed. By this legal solution we might 
solve the trust problem by the natural method. 
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COMPETITION AS A SAFEGUARD TO NATIONAL 


WELFARE 


By Tatcotr Witutams, LL.D., 

We need to remember and as constantly forget that free compe- 

tition, like personal freedom, is the last child of promise and of the 

. constitutional covenant born to organized society. Civilization 
and a very high civilization may exist without free competition, 

free contract or personal freedom. It may exist where these are the 
portion for but the few, as in a Hellenic city state. But free com- 
petition, free contract and personal freedom for all men is the last 
gift of high civilization. This has only existed for a century in 
England. It is just half a century old in this country, and began 

_ with the abolition of human slavery. The real issue, threatened on 
the one side by the directing forces of capital who seek to continue — 
monopoly and privilege through the trust, and threatened on the other 
by the laboring forces of society through trades union, without 
violence in the American Federation of Labor and with violence in 
the Industrial Worker of the World, is whether, these three precious 
gifts of slow time and a long martyr roll shall be preserved in the 
industrial development of society now before us, or destroyed entirely 
by these two agencies. Capital seeks monopoly at the cost of free 
competition, free contract and the personal freedom and equality 
of choice and use in any trade, transportation, production or manu- 
facture, because the directing minds of the capitalized industrial _ 
forces of society honestly believe that their complete and efficient | 
development is only possible at the sacrifice of free competition. — 
The directing minds of labor, aided by all economic students who have 
acquired or inherited the college settlement type of mind,—most 
useful in modern society but more interested in the distribution of 
the product than in efficient production,—as honestly believe | 
that a larger and adequate share in the product of the joint effort of | 
capital and labor can only be secured through the frank surrender, — 
by the ‘ndividual, of free contract, free competition and the personal 
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freedom of a free choice of any pursuit or labor, for which a man is 
fitted on even terms with every other man. 
Trust and union are equally honest in their claim. It is an error 
to think that those who manage trusts are seeking solely the wealth 
which they wili obtain. Every able man in this field is interested as) 
much in accomplishing great things as in amassing a great fortune and 
his conviction is that free competition, free contract and complete 
personal liberty in all commercial relations cannot be permitted with- 
out injury to industrial development. The trades union and its 
leaders alike believe, as John Mitchell said nine years ago to the 
anthracite miners, that it has ceased to be possible for men to rise, 
that a stratified organization of society must be accepted and that 
_ those on a particular level of ability must be satisfied to take less 
than they could earn under a system of free competition and free 
contract, in order that the average may be raised for those who are 
_ less able, less industrious and less efficient. Both these new economic 
forces, the trust and the union, will endure and do great good, but 
- neither can be allowed to limit free competition, free contract and 
personal freedom. 
This proposal to sacrifice these rights to industrial development, 
on the one side, and to a higher average wage, on the other, is the more 
easily made because these rights are recent, not yet part of the common 
- consciousness of society. Under medizval conditions free competi- 
tion did not and could not exist. When land transportation is carried 
on by sumpter-mules, moving at three miles an hour on a dirt road, 
burdened with the cost of a guard against highway robbers, each 
city is an independent economic integer. When famine comes, it 
is not possible, under these conditions, to carry grain to save the 
starving a distance of over one hundred and fifty or two hundred 
miles. To-day, in the East, in places which are separated by these 

intervals, plenty may exist in one tract and starvation unto death in 
another. The medieval city was an economic world to itself. Within 
its limits the guild jealously guarded a monopoly of each particular 

_ mechanic art and the members of the guild, enjoying ‘‘the freedom”’ 

_of a particular trade, were able to exclude wholly anyone else from 

_ joining in it, The denial of the personal freedom of the choice of 

_ any trade wholly cut off free competition, free contract and the per- 

_ sonal freedom of the individual. This endured in France until it was 

es ended by the Revolution. It existed over Europe until it was ended 
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by statutes passed at various dates between the opening of the 
nineteenth century and the organization of modern states, the last 
of them in Germany, Austria-Hungary and Italy. Over great tracts 
of Russia and nearly all of Asia general competition between regions. 
in trade, products and supplies is limited to the wares and articles 
used by the few. Except on the sea coast and as foteign wares pene- 
trate the interior, the free competition which cheap transportation, 
free to all, has introduced into the modern economic world does not 
and cannot exist. As every one knows, caste in India is primarily 
an economic and industrial and not a religious division of society. 
Nearly all the castes are, historically, comparatively recent. When 
popuiation began to impinge on food, free competition, in the supply 

of food, which the triple expansion engine and the modern railroad 
have brought, was wholly absent. In each congested village and city 
population in India where no one had ever known free competition - 
and free contract, it was easy to seam and divide society by groups — 
which excluded all other men from the particular vocation which each 
selected, which guarded their civil right by religious rites, under 
a primitive faith, which turned in worship to whatever had power, 
and, as this organization became hereditary, there gradually grew that 
mingled product of industrial conditions, of ancestral employment, — 
of religious sanction and of social separation which constitutes 
the Hindu caste. The like appears in our own day. The law under 
which a commission of anthracite miners decide who shall become an 
anthracite miner and suspend the operation of examining and certify- 
ing to new miners, whenever a strike comes, is the first step to an 
anthracite miners’ caste. The trades unions, familiar in every 
city, to which it is difficult to secure an election for any but the 
sons of members, the kin of those in whom they are interested, are 
another nascent step towards the denial, in the trade which they 
control, of free competition, free contract and personal freedom of 
the choice of vocation for each man, without any test or bar, except 
such as the law itself may impose, open to all to prove proficiency 
by examination. 

The regime of free competition, free contract and personal 
freedom, which is constantly treated in all discussions of this sort ‘ 
as immemorial, is, in fact, the recent product of civil liberty, cheap 
transportation and the rapid increase of product under the factory ; 
system. But for free transportation the factory would not have ¥ 


d 
- 
cr 
a 
- 
j 


Competition as a Safeguard to National Welfare 77 


4 

grown beyond the product of what would satisfy the region which 
it served. In the Knight sugar cases the government sought to 
show that the sugar melted could not be consumed in the territory 
immediately around the factory, and the court refused to consider 
such testimony, but, as a matter of fact, except for the railroad the 
sugar refinery of to-day, like the refinery of the early part of the 
eighteenth century when sugar was still a luxury, would be forced to 
limit itself to a small region and the area around, which could be 
reached under primitive methods of transportation. Civil rights 
carried with them free competition, free contract and the personal 
freedom of choice. The railroad and steamship opened the market, 
the latter first by sea, the former later on land, and the growth of the 


_ factory system brought a new competition before unknown, over an 


entire continent. This has grown so familiar in an age when the pro- 
_ duct of a single pottery in Staffordshire may be found on the shop 
_ shelves of the civilized world, that it is difficult for us to recollect 
- that in lands still under primitive conditions and in all lands, as 
the collector well knows and is still the case in China, the methods, 
the shapes, the patterns, the decoration, the colors and the char- 
acter of the ceramic wares of a country change wholly with every 
few miles, so that each region feels little or no stress of competition 
from another. 

As capital developed the factory system and as labor grew in 
organization, both these factors have sought to limit free competition 
and free contract. Cheap transportation had created free competition, 
and the most deadly assault on its development and extension was 
carried out by rebates on railroad rates and special contracts on steam- 
ship lines, such as the House of Lords approved in the Mogul Steam- 
ship case twenty-three years ago, both of which have built up monop- 
_ olies in trade, restricting competition in this country and in England. 
_ By an instinct as unerring as always attends the exercise of an 
economic appetite for larger profits, the precise cause which had 
_ created the reign of free competition was the one first attacked. In 


_ the same way as the abolition of guilds, the abrogation of industrial 


privilege and the opening of all pursuits and all trades to all men 
had created a general advance for labor, so labor laid its hand first 
on the old weapon of the guild, in order to create special economic 
groups which could protect themselves against competition. 
Nowhere was the opening of cheap transportation more com- 
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— plete or the abolition of free industrial privilege more sweeping 
than in the United States, and nowhere else has there been a more 
complete development of free competition, free contract and personal 
freedom. To this cause and to this more than any other must be 
attributed the amazing industrial advance of the United States. This 
is constantly laid to great resources, but these resources exist every- 
where: coal, iron, fertile fields and all the illimitable products of 
the soil, the waters and the empire unac¢r the earth are present in many 
lands, but it is only here that over an entire continent just courts: 
have enforced the free privilege of contract. Nowhere else has 
that embodied contract, a corporation, been given wider privileges, 
nowhere else has the competition created by cheap transportation _ 
been more complete, and nowhere else, be it remembered, has the 
determination to preserve this competition against the encroachments 
of capital or of labor been more constant, more continuous or more 
successful. 

The weapons lie close at hand. Exactly as the common law 
through centuries had created a protection for the personal freedom 
of the citizen, which was at last embodied in the habeas corpus act, 
an enactment which only put into statutory form what was already 
the common law of the land, so the common law protection of free 
contract and free competition, which had been the common law of the 
land, was embodied in the Sherman anti-trust act. Exactly as the 
powers which the King’s Bench had originally exercised, in order 
to protect the citizen against the encroachment of the donjon keep 
and baron and all the special rights which permitted imprisonment, 
without due process of law, were disregarded by royal judges when 
the Crown sought to extend arbitrary powers, so the free industrial 
systems built up by free contract and free competition after they grew 
great and extended into combinations sought first to encroach upon 
and then to destroy the very regime by which they had grown both 
profitable and beneficent. The same freedom of association for all _ 
men, which had been thrown wide open when guilds and the special 
privileges of trade associations were destroyed by statute and far- 
reaching decisions in England and in this country, was employed by 
labor to forge anew the fetters from which the industry, the energy 
and the efficiency of the individual had been unloosed. 

No one has profited more by this freedom than labor itself. 
is not only that wages are higher in this country, so that allow- 
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ing for every difference in price the purchasing power of wages is, 
as an English department has recently ascertained, nearly one and 
_ a half times greater than it is in England, and the share in the results 
of every industrial enterprise divided between captial and labor 
is far greater for labor than for capital in this country, as compared 
with Great Britain. Of the gross earnings of our railroad systems, 
nearly one-half go to labor in various forms, and considerably less 
than one-third of the return on capital in dividends and in interest. 
In England the share given to capital, instead of being one-third 
that paid out in wages is actually larger. This same proportion 
follows through the entire industrial system of Great Britain and the 
_ United States in our factories and in our mines; in our retail stores 
and in all our agencies of distribution the same broad fact appears on 
that the share of every hundred dollars paid out in wages and paid 
out in the return on capital is relatively far greater in this aie 
_ for wages than it is on capital. Free competition has done more to 
accomplish this than any other cause. The capital employed —— 
; _ American railroads, taking as a measure the par value of shares and 
bonds, reaches $17,000,000,000 on 223,000 miles, taking 1908 as the 
: : 7 year of comparison. In the United Kingdom the total capital is 
about ~=$6,500,000,000. This disparity, roughly expressed by an 
ss average capital per mile in the United States of $75,000 per mile 
and in England of $300,000 per mile is, as we are all perfectly well 
aware, by no means a measure of the relative expenditure of capital 
on both systems. In England the general practice has been to carry 
_ to the capital account all expenditures which added permanent 
_ improvements, and, in many cases, new equipment. In the English 


and in manufacturing, no adequate depreciation account is carried. 
The English railroad system is still vainly endeavoring to pay interest = 
on the cost of engines long since scrapped and rails long since replaced. P a 
Were the accounts of a system like the Pennsylvania Railroad to be a 
rewritten upon English lines, its capital expenditure per mile of line 
would be greatly increased. Free competition in this country has “<— 
brought a pressure on every enterprise which has made the scrap heap 
an economic asset of the first magnitude in the development of the 
country. As far as possible, additions are carried in maintenance 
accounts, capital is restricted, and much that would be accepted as 
capital expenditure and a profit jealously sought upon it in England 
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has here gone to the national scrap heap. The pressure of free com- 
petition has forced this practice. 

x In England, on the other side, the railroad system, from the start, 
has been closely interlinked, because, under the English railroad 
_ system, the capital of the country, very largely centered in a few 
_ hands, has constantly labored for the preservation of the capital 
rather than for the efficiency of the line. When we speak of free 
- competition we are not alone narrowing ourselves to the limited 
economic outlook, we are remembering also the free social competition 
which makes all careers open, which does not, as in England, feel 
that a railroad board of direction commands a greater public con- 
fidence because it has on it members of the group of ruling families 
which has, through generations, enjoyed through rank, privilege, 
and in many cases, inherited ability of a high order, a practical 
monopoly. There are great families in England, like the Cecils, 
wise enough to enter early on the railroad system, who have had a 
weight in railroad management as great as that in affairs and have 


_ relieved them from the free competition which pulses like an electric 
current through the whole American railroad system, in which the new 
_ man is perpetually, decade by decade, appearing and revolutionizing 
all that has gone before, scrapping in his operations, shares, bonds, 
roadway, equipment, and adding a new increment of efficiency, not 
_ only to the lines which he directs and controls, but to the entire 
transportation of the country. Such a man was Harriman. The 
free competition of a continent made his career possible. 

The practical result and the advantage of free competition 
might be rested on these two railroad systems alone. Under the 
widespread habit of all competing for the advantages of competence, 
due to a universal social competition, the owners of the American 
railroad system number, as nearly as can be ascertained, 1,000,000, 
without taking into account the indirect ownership of depositors in 
savings banks and the holders of life insurance. The total number 
employed on American railroads, in 1908, aggregated 1,436,275. 
The number employed on English railroads is about 700,000, half 
those employed in this country, with the inevitable result of wagesso 
low that over nine-tenths of them receive only one pound per week. 
The total yearly compensation paid in the United States to all rail- _ 
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road employees was $1,035,000,000. The amount paid in England 
in wages was about $180,000,000 for the same year. While the 
number of American employees was about twice that in England, the 
total sum disbursed in wages is between six and seven times as 
great. The capital embraced in American railroads, earned dividend 
and interest in all shapes, $700,000,000. The amount disbursed in 
England for the same purpose was $206,000,000. While the ratio 
between the wages fund in both countries was as six to one, the ratio 
between the profits of capital was three and one-half to one. 

These contrasts could be carried through the whole system 
of industry, as contrasted between England and America, or any 
European country and the United States and through all of them 
there would be found similar ratios of a larger share given here to 
wages and lesser share given to capital, and in all fields, as a result of 
free competition, a higher efficiency of labor and a sharper struggle to 
maintain the efficiency of capital and to prevent the dead hand of 
the past from reaching into the profits of the living present. Main- 
tain free competition and this great progresscan be preserved through 
all the future. Maintain the freedom of transportation and equal 
privileges upon it, and no matter how great the combination may be, 
it will be true of it, as it has been true of the Steel Trust, the Rubber 
Trust, the Sugar Trust and the Woolen Trust, that each decade sees 
them control a smaller fraction of the industry than at the beginning. 
Break up by the unflinching enforcement of the principles in the 
“Sherman Act”’ any combination which seeks to prevent this opera- 
tion of free competition, and the same process will go on in every 
industry. Through twenty years, step by step, the judicial power 
of the people, that great arsenal in which, from the early days, 
wherein the King’s Writ began to run through all his kingdom and 
override all lesser jurisdiction, the weapons of freedom and free 
competition were forged, generation by generation, has been here 
also protecting this great inheritance. The last great decisions on the 
Standard Oil and the Tobacco Trust are destined to be the charter of 
free competition to the American people through all their future. 
The general principle of the common law has beenclear from the begin- 
ning, that no power within the state was permitted to have a possi- 
bility of interfering with the personal freedom of the subject, and these 
decisions, consciously and unconsciously applying the early principle 
which broke into every castle keep and, freed from ancient preju- 
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dice, the restraints laid upon personal freedom and trade alike, have 
laid down the principle that the mere fact that a corporation had the 
power to interfere with competition was sufficient cause for its 
dissolution. Time will be needed for this to work out its full force in 
its full application. Exactly as the reader of English history is 
familiar with the pages in which special privileges, here and there, 
like those of the City of London, of the Palatinate and of other 
lesser jurisdictions survived, interfere here and there, as Blackstone 
notes from time to time with the uniform and general jurisdiction 
of the central court of the realm and royal sovereignty, so there will 
be a penumbral season in which a well-managed trust will divide up > 
into fragments: 

Quinquaginta atris immanis hiatibus Hydra = 

Saevior intus habet sedem, » 7 


which Virgilian line, freely translated, means that the hydra is 
more dangerous than ever seated within, when divided into fifty 
dark and formless parts. But the American people, with that instinct: 
alike for self-rule and for empire which has unconsciously guided _ 
them through a century and a third, often blundering as to means, but _ 

never swerving as to ends, is determined to maintain the regime of a 
free competition at all hazards, and in the end capital struggles in | 
vain to secure the privileges of the past, and labor, which vainly | 
seeks to impose upon itself the old chains of guild and caste, will be | 
both forced by a sovereign people greater than either, to accept that — 
universal rule of free competition, free contract and personal freedom, _ 
on which rests alike the — of the republic and the prosperity of bs 
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By E. S. Meape, Pu.D., 


Professor of Finance, University of Pennsylvania. 


Former President Roosevelt, and many other representatives 
of the same school of thought, are urging upon the American people 
the extension of government regulation of industry into the field 
of industrial combinations. They propose that an interstate trade 
commission shall be established similar in functions to the Inter- 
state Commerce Commission, which shall regulate the large com- 
binations, securing for the public what they assume to be the ad- 
vantages of combination and protecting the small producer against 
extortion and unfair competition. 

This program proceeds from the assumption that the so-called 
industrial trusts, combinations of manufacturing plants under New 
Jersey holding companies which sprung up in large numbers from 
1898 to 1902, represent a type of business organization which, while 
it contains great possibilities of evil, contains, also, equal possibilities 
for good. They contend that we have in the trust an advanced 
type of business corporation which is to supersede the old and, as 
they claim, outworn regime of competition. This superior type of 
business organization may be carried so far as to threaten consumers 
with extortion, and smaller producers with oppression and extermi- 
nation. It is, therefore, proposed to place the trusts under the 
supervision of this trade commission, which shall keep them within 
the paths of rectitude and just dealing. 

{t needs but slight familiarity with the history of these com- 
binations to show that the assumption underlying this program of 
trust regulation, the assumption, namely, that the trust represents 
a superior type of business organization, is unfounded. The primary 
object in organizing the trust, an object exploited at the time most 
of them were promoted, was to eliminate or restrict competition. 
The advantages of the elimination of competition were stated as 
follows: (1) control of prices, (2) greater ability in dealing with rail- 
roads, (3) closer financial facilities with the banks and greater facil- 


ity in obtaining new = and (4) superior ability in dealing with 
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organized labor. In addition, there were incidental advantages 
which were little thought of at the time the trust was formed but 
which are now being brought forward by their advocates as proof 
of their superior efficiency. Such advantages are the reduction of 
administrative expenses by centralizing offices and doing away 
with high priced officials, the saving in advertising, the saving in 
cross freights, greater advantages in pushing the export trade, and 
soon. These advantages were not seriously considered at the time 
the trusts were formed and the main reason, in my opinion, for their 
emphasis at this time is to draw away the attention of the public 
from the real reasons underlying the formation of these large com- 
binations. 

A second and controlling motive was the financial motive. 
By twenty companies competing with each other the value of each 
one of them was reduced because of that competition. If these 
twenty companies could be combined under one company, a New 
Jersey holding corporation, because this value reducing competition 
would be eliminated, their value would be increased, perhaps doubled. 
The separate companies could be bought for $10,000,000 and sold 
for $15,000,000 or $20,000,000, because in the combination these 
plants were more valuable since presumably the profits would be 
larger in the difference between $10,000,000, the cost, and $20,000,000, 
the new supposition value, wherein lay a large profit which promoters, 
underwriters and bankers could divide. In consequence of the domi- 
nance of this financial motive, because the parties interested were 
primarily concerned in making a profit by marketing securities, 
and had only an indirect and often a remote interest in the future 
of the companies which were so easily formed and floated, they 
included in their combinations large numbers of plants which were 
not only unnecessary but whose operations were so wasteful that 
they have been since abandoned. In short, the trusts do not rep- 
resent a natural growth. They are big businesses, it is true, but 
theirs is a forced, an unnatural bigness. The motives which inspired 
the formation, to repeat, were not economic and industrial but 
financial and pecuniary. 

The best illustration of the reasons and motives underlying 
the inception of the industrial trusts is seen in the formation of 
the United States Steel Corporation. The formation of this com- 

threat of Mr. Andrew Carnegie to wage 
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war upon his rivals in the steel industry. It was formed with the 
avowed intention of buying out Mr. Carnegie, who was unwilling 
to take a mortgage on his own plant in payment for his interest 
therein, but was willing to accept a mortgage on sixty-five per cent 
of the steel industries in the country in payment for his holdings 
in the Carnegie Steel Company. The motive of eliminating com- 
petition which is so conspicuously evident in the formation of the 
Steel Trust was present in the minds of those who formed nearly 
every one of the industrial combinations. This fact has been brought 
out clearly and conclusively again and again in various investiga- 
tions. It is as well established as any fact in recent economic his- 
tory. It is no longer open to question. 

The American people are now asked to decide whether these 
combinations, formed with the avowed intention of restricting or 
eliminating competition, are to be continued, or whether, in so far 
as they possess the power to oppress the public, they are to be 
destroyed by the enforcement of the Sherman law. If the Sherman 
law is to be continued in force, the large, dominant, monopolistic 
trusts will be broken up. Under the recent decisions of the Supreme 
Court the power to oppress the public is clearly regarded as sufficient 
reason for depriving a company of monopolistic power by dissolving 
it. Combinations which have been formed for business rather 
than financial reasons, whose constituent elements complement each 
other and result in real saving, combinations which are not con- 
spiracies to oppress the consumer, which do not have the power 
to monopolize trade, have nothing to fear from the Sherman law as 
interpreted by the Supreme Court. Monopolistic combinations, 
however, either potential monopolies or companies actually engaged 
in monopolistic practices, are put under the ban by the oil and 
tobacco decisions. 

The question now is—Is it worth while so to amend or supple- 
ment the Sherman law as to continue these large combinations, 
because of the supposed industrial advantages to the public which 
they possess, or is it expedient that they be broken up? The solu- 
tion to this question should turn on the industrial efficiency of these 
combinations. Here the evidence is entirely negative. There 
has been no proof brought forward that the trust is a superior 
form of business organization. All the evidence available, with a 
few exceptions, points to the opposite conclusion. In so far as these 
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companies have been exceptionally profitable, as in the case of the 
oil and tobacco combinations, their profits have been shown to — 
have resulted very largely from the monopoly advantages which 
they possess. The profits of the tobacco trust, for example, were 
shown by the Bureau of Corporations to be very large in those 
lines, such as cigarettes, where they enjoyed a practical monopoly, 
while in cigars, a business still open to competition, the profits were 
quite moderate. For the most part, however, the trusts have not 
been exceptionally profitable. During the decade, 1902-1911, a 
period of the greatest prosperity and the most remarkable advances 
in every line of production which this country has ever seen, the 
combined profits of twenty-eight of these companies, making no 
allowance whatever for necessary depreciation on their plants, in- 
creased only thirty-seven per cent. This is a sorry showing when 
compared with the general business record during the same period. 
The prices of the common stocks of the trusts, that portion of their 
capitalization which represented the economies of combination are, 
as a class, very low. With but few exceptions these companies have 
been unable to realize the expectations which were formed concern- 
ing them. Even the company which started with the greatest 
natural advantages, the United States Steel Corporation, now that 
the Standard Oil Company has been dissolved perhaps the largest 
and strongest manufacturing corporation in the world, has not 
made an especially strong showing. Its common stock has not yet 
reached an investment position. Compared with the successes of 
the large railroad companies, successes which have been won under 
most adverse conditions, its showing is most disappointing. 

A single illustration will serve to enforce this conclusion. Ever 
since its formation the United States Steel Corporation has been given 
a free hand in its price policy. It started its career by a sweeping 
victory over organized labor. It included the best plants in the 
country, among others, the Carnegie plants, the finest and best 
organized machine for the production of steel in the world. The 
officials of the company included the best men among the con- 
stituent companies. The Steel Corporation was a completely in- 
tegrated concern, owning all the materials of production, owning 
also the railroads and boats by means of which these materials are 
assembled at the mills. The Steel Corporation controlled the supply 
of iron ore, and was able to maintain ore prices at a high level to 
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many of its competitors. It has enjoyed from the outset the coun- 
tenance and support of strong financial interests who have been 
able to throw to it a large amount of business. Its financial resources 
have been enormous and it has never been cramped for money with 
which to build and improve. Indeed since its organization it has 
spent over $400,000,000 on new construction. It has assimilated 
a number of strong companies such as the Union Steel Company 
and the Tennessee Coal, Iron and Railroad Company. The Steel 
Corporation has at all times enjoyed close and friendly relations 
with its competitors. There has been little price cutting in the 
steel trade until the past year. And to crown all these remarkable 
advantages, seven years of its history have been years of enormous 
and rapidly growing demand for steel which the corporation has 
supplied at large profit. 

The Pennsylvania Railroad is perhaps the largest railroad cor- 
poration in the United States. It possesses, however, no such 
commanding position in the field of transportation as does the Steel 
Corporation in the field of industry. During the period, 1902-1911, 
the Pennsylvania and its subsidiary companies have spent almost 
as much on new construction as the Steel Corporation, but much 
of this new construction is not yet profitable. Much of it will never 
be largely profitable. The Pennsylvania has not been able to make 
material advances in its rates. Its cost of operation, owing espe- 
cially to the incessant pressure of organized labor, has gone steadily 
unward. In many respects, however, it is fairly comparable with 
the Steel Corporation as to size and strength. The Pennsylvania, 
however, is an efficient industrial machine. It is an organic unit, 
not a combination of competitors. It is a growth, and not an 
agglomeration. Let us briefly compare the financial results which 
the Pennsylvania has achieved with those accomplished by the 
Steel Corporation. From 1902 to 1911 the gross income of the 
Pennsylvania system east and west of Pittsburgh increased from 
eighty-three millions to one hundred and twelve millions, or about 
35 per cent, while the gross income of the United States Steel 
Corporation increased from one hundred and forty millions to one 
hundred and fifty millions, or 7 per cent. The comparison may 
be considered unfair, because 1911 was a worse year for the steel 
industry than for the railroads, but if we go back to 1907, the 
banner year for steel as for railroads, we still find a marked dif- 
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ference in the gain in income of the two companies over 1902, 
and the difference ,is in favor of the Pennsylvania. 

What is true of the steel trust will be found to apply to most 
of these huge, clumsy and unwieldy combinations. They are not 
efficient. Their expected profits have not been realized. It would 
not be unfair to describe many of them as sore disappointments. 

Why then should these trusts be continued? What is to be 
gained by keeping them alive? What business interests will suffer 
as a result of their dissolution? No plants will be closed, no men 
will be thrown out of work. A return to the old conditions of cut- 
throat competition is exceedingly unlikely. Railroads compete, 
but they do not engage in rate wars. And it is a fair presumption 
that when the large combinations are broken up into smaller and 
more manageable units their efficiency of production will be largely 
increased and the costs of production lowered. 

In support of this conclusion we have the recent experiences — 
of the oil and tobacco companies, where the large consolidations 
have been reduced to a number of smaller though completely equipped 
concerns. In neither case have the stockholders of these corpora- 
tions suffered any damage. On the contrary the combined prices 
of the oil stocks and the tobacco stocks have shown material gains 
since these combinations were broken up. If then the trusts were 
not formed to realize any ultimate economy of production; if they 
were forred with the idea of making money by selling stock repre- 
senting the capitalizavion of the profits of restricting competition 
and maintaining prices; if they gathered together under the control 
of these New Jersey corporations, numerous and widely scattered 
plants, often with no relation one to the other, save the relation of 
monopoly; if they were formed for financial and not for economic 
reasons, why should not the American people give their sanction 
and countenance to the movement which is now in progress to break 
up these corporations into smaller concerns? ; 
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COMPETITION: THE SAFEGUARD AND PROMOTER OF 
GENERAL WELFARE 


By Georce F. CANFIELD, 
Professor of Law, Columbia University. 


Competition in economic discussion means competition in trade. 
To this I shall confine my attention, although the law of competi- 
tion applies generally to all human activities, just as the law of 
gravitation governs universally the physical world. When two or 
more persons are engaged in the same kind of business of produc- 
tion or trade, or in different kinds of business, which, although dif- 
ferent, are mutually competitive, we have actual competition between 
them, each competitor measuring his strength against the other. 
When one person is engaged in any particular business, but there is 
an opportunity for another one or more to engage in it, we have 
potential competition. The effect of potential competition is sub- 
stantially the same as that of actual competition. In each case 
the competitor, or the sole trader who is subject to potential com- 
petition, must exert himself to maintain himself in the competitive 
struggle. This in itself is an important advantage, for many men, 
if not most men, contrary to the belief of our socialistic friends, 
exert themselves only when they are obliged to do so. But there 
is a further advantage, for under the stimulus of the rivalry the 
competitor or sole trader will normally do more than merely try 
to maintain himself. He will exert himself to accumulate a surplus 
over and above what is necessary for his maintenance and support. 
He will exert himself to achieve a positive success and to excel his 
rival. The effect, therefore, of competition is to quicken the energy, 
to develop the powers and to render more efficient the action of each 
party to the competitive struggle, and, so far as it has this effect, 
it is wholly and unqualifiedly beneficial. To it the world is indebted 
for the inventions, improved processes of manufacture, improved 
organization of’industry and trade and the great energy with which 
industry and trade have been prosecuted—all of which has rendered 
possible the enormous increase in the wealth of the world during 
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the last hundred years. The result of this vast increase of wealth 
is that, notwithstanding the enormous increase in population during 


has been increased, and mankind, collectively and individually, 
possesses and enjoys to-day more of the good things of life than 
was ever possessed and enjoyed before in the history of the world. 
This may be said, although unfortunately it is also true that there 
is still a vast mass of poverty, suffering and crime which afflicts 
mankind. Religion and modern philanthropy are dealing with 
these evils sympathetically and hopefully, and with increasing 
efficiency as philanthropy becomes more practical and business 
administration becomes more philanthropical, and as there is in- 
creasing co-operation between philanthropists and men of affairs. 

Competition is also beneficial, in so far as the object of it is 
promotive of, or at least consistent with, the public welfare. The 
direct object of trade is the production and distribution of wealth 
and the enrichment of those who are engaged in it. This object 
is not only consistent with the general welfare, but is, in general, 
promotive of it, because the public welfare, from the point of view 
of economics, depends upon the greatest possible production and 
distribution of wealth. The fact that the competitors in trade are 
governed by selfish motives does not necessitate any qualification 
of this statement. It is true of trade, as it is of every other com- 
petitive struggle, that on the whole and in the long run he succeeds 
best and best serves his own interests who best serves the interests 
of his fellowmen. The element of selfishness, therefore, so far from 
being a detriment, is an advantage and a help. Considered, then, 
with respect to its effect as an incentive of human activity and as 
an efficient cause of the enormous increase of our material wealth, 
competition in trade during the last hundred years has been a potent 
agency, perhaps the most potent single agency, in the development 
of our civilization as it exists to-day. 

But, while recognizing this, we must not close our eyes to the 


in so far as its object must be obtained by unfair means. It is a 
and it of itself induces the use of unfair means for the accomplish- 


ment of this object. We all know that persons may compete too 
intensely, either for their own good or for the general welfare. This 


this time, the general physical and material comfort of the people 


evils that may be involved in competition. It is a positive evil, — 


possible evil, in so far as its object may be obtained by unfair means, — 
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is more likely to be the case where the rewards and prizes to be 
won are very valuable. Indeed, the intensity of the competition 
is likely to be proportioned to the value of the rewards and prizes. 
A man will make greater efforts to attain the presidency than he 
would to attain the position of a town clerk or sheriff. A captain 
of industry, lured by the prospect of controlling millions, will work 
with greater zeal and enthusiasm than a village blacksmith. It is, 
therefore, natural that in a country like ours, with its great natural 
resources and its great opportunities for acquiring wealth and power, 
competition should be of the keenest kind and should lead to abuses. 
It must be conceded that it is rather a tendency of Americans to 
do things to excess. We pursue our business, as well as our sports, 
rather too strenuously. The spiking on the baseball field and the 
slugging on the football field are an exhibition of this tendency, 
and they have their counterparts in the unfair competitive methods 
and tactics used by strenuous traders and strenuous politicians to 
achieve the objects of their efforts. Among these methods must be 
included the cutting of prices below the cost of production or even 
below the limit of a substantial and attractive profit for capital. 
It seems to be too generally assumed that the chief merit of com- 
_ petition lies in the reduction of prices. The chief merit of competi- 
tion in my opinion lies in its stimulating effect upon human energy, 
with the resultant expansion of trade and increase of our material 
wealth, but it cannot have this effect when competition has been 


carried to the point of destroying all possibility of profit for capital. 
_ The inevitable result of this is restriction of trade and decrease in 


production—a disaster alike for capital and labor. In these days 
especially, the importance of the simple truth must be insisted upon 
that a good living profit for capital is quite as important as a good 
living wage for labor. Any legislation, therefore, which forbids 
under penalty of the criminal law every agreement or understanding 
for the maintenance of a uniform standard of reasonable prices is 
ill-advised, and, if actually enforced, must tend to the destruction 


of our national welfare. 


Notwithstanding, however, the existence of these evils which 
are incident to too intense competition—particularly in a country 
like ours with its vast opportunities—it can be stated with confidence 
- that the law of competition during the past hundred years has, on 
_ the whole, worked wonderfully well and promoted the general wel- 
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fare to a marvelous degree. What the world would have been with- 


out its beneficent influence may be learned from a study of the © 
conditions which exist when there is no competition. The negro 
under the institution of slavery, the inefficient laboring man or 


political office holder, who relies not upon his own efforts but upon 
the support of his labor union or his political ring, and the idle 
inheritor of wealth, relieved from the necessity of the struggle for 


existence, demonstrate very clearly what competition has done for 


the world and what the world would have been without it. 

Such being the case with respect to the effect of competition 
in the past, it becomes important to inquire whether conditions have 
so far changed that it cannot be depended upon to work well during 
the generation before us. It appears sometimes to be assumed that 
modern conditions have substantially nullified this law, and that in 
the years to come we must look to something else to safeguard the 
interests of the people. If this were really true, the situation would 
be a grave one. Let us, therefore, see how far this assumption is 
correct. 

It cannot be denied that outside of the domain of the monop- 
olistic trusts actual competition exists and is effective substantially 
unimpaired and unrestricted as heretofore in all fields of human 
activity. It exists among small manufacturers and retail distributors. 
It exists among jobbers and among professional men, lawyers, doc- 


tors, teachers, engineers, civil, mechanical and electrical. It exists 


among manufacturers and distributors conducting the operations of 


production and distribution upon a large scale, notable examples 


being the cotton manufacturing industry and the department stores. 


Indeed, it exists wherever there is more than one person engaged > 


in any business. In the ficld of telegraphy, for example, there 
are practically only two great companies—but there is active compe- 
tition between them. During the twenty-year period 1890-10 the 
number of persons engaged in manufacturing and in distribution, 
as recorded by Bradstreet’s, increased sixty per cent, from 1,000,000 
to 1,600,000—of which a very large proportion have a capital of 
$25,000 or less—and during the same period the population increased 
from 63,000,000 to 92,000,000, or about forty-six per cent. In 


other words, the number of people engaged in trade increased rela- _ 
tively faster than the population, and that, too, during the period 
succeeding the of the Sherman Anti-Trust during which, 
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under the fostering stimulus of that law as originally interpreted by 
the United States Supreme Court, monopolistic trusts appeared to 
grow and develop faster than ever. But, notwithstanding the 
growth of the trusts, the small capitalists continued to grow and 
thrive also. Could there be more convincing evidence than this 
of the vitality of the individual and of his ability to maintain him- 
self aguinst the power of combination and great capital? Indeed, 
it would seem that what the small trader and capitalist—at all times 
and in all countries the special object of care and solicitude on the 
part of self-constituted tribunes of the people—have to fear rather 
more than the crushing power of capital is the crushing weight of 
benevolent legislation. 
Again, it cannot be denied that, although for the time being 
a particular field of industry may seem to be exclusively occupied 
by a monopolistic trust and there is little actual competition left, 
potential competition may exist and continue to act as an efficient 
regulator in the interests of the people. Outside of the domain of 
the public service corporations, the combinations which have most 
closely approximated to practical monopolies in this country have 
been the Anthracite Coal Trust, so-called, by virtue of its owner- 
ship of the coal mines, the Standard Oil Company, by virtue of its 
ownership of the pipe lines, and the United States Steel Corporation, 
_ by virtue of its ownership of the iron ore mines and the railroads 
connected with them. But even all these combinations have been 
_ subject to some competition, both actual and potential. Anthracite 
- coal and oil compete with each other and with soft coal, gas and 
electricity, and there is, in addition, actual competition between the 
members of the Anthracite Coal Combination themselves and also 
between the larger operators and the smaller independent producers 
in all things except as to prices. In the steel trade there are many 
active competitors with the United States Steel Corporation, and 
within recent years, the Midvale Steel Company, starting with a 
_ small capital investment, has developed into a large and strong 
corporation. 
If, however, there were practically no external competition, 


actual or potential, there is still unlimited opportunity for competi- 


_ tion within the combinations themselves, that is, competition among 
_ the officers and employees. Who are at the head of these corpo- 
rations? Not the favored sons of fortune, of social position and 
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influence, but for the most part men who have risen from the ranks, 
men of demonstrated capacity and fitness for the duties and re- 
sponsibilities which the management of these great enterprises 
involves. It would seem that never before in the history of the 
world was there so much chance for merit. This is not to say that 
the millenium has arrived and that merit now always receives its 
proper reward. I am speaking only relatively, but if the chances 
for true merit under modern conditions are relatively better than they 
used to be, that means progress, and we should be content with that, 
unless it can be shown that the chances can be still further improved 
by human laws. The evil in the situation here, as elsewhere, is not 
that competition has been suppressed or that the door of opportunity 
is closed, but that for those who enter the competition is rather too 
severe. ‘Too much seems to be expected and exacted of the managers 
of capital and often too little consideration is shown in setting aside 
one man for another deemed more efficient. 

When one contemplates a combination of capital so large and 
powerful as the combinations above referred to, it is perhaps natural 
to think that in effect they have suppressed, so far as their particular 
fields are concerned, the law of competition, but, upon closer analysis, 
this appears to be an error. It is perhaps natural for the human 
mind to conceive of such a combination as a monster prowling about 
like a wild beast and devouring everything that comes in its way. 
But does not this conception involve a serious error? In the first 
place, it is not really the interest of the monopolist to devour and 
destroy. It is his interest to develop as large a trade as possible, 
and this is only possible by serving well the public, both in the 
quality of his service and in the prices which he charges. An exami- — 
nation of the prices during the period 1896-1910, as published in 
an article in the Outlook on March 12, 1910, revealed the extraor- 
dinary circumstance that during that period the prices of crude 
farm products advanced from fifty to two hundred and fifty per 
cent, while steel billets advanced only thirty-five per cent, steel 
rails were unchanged, refined petroleum was only slightly higher, and 
sugar, steel beams and nails were actually lower. And, in general, _ 
it appeared that the prices of commodities supposed to be con- | 
trolled by the trusts rose relatively much less than prices of the prod-— 
ucts of the farm. There are wise and unwise captains of industry, - 
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every year, know well that he who serves best the people as a whole 
serves best the enterprise which he represents. 

In the second place, these great corporations, although in legal 
contemplation they are entities separate and distinct from their 
stockholders, are in effect and in point of substance simply groups 
of individuals. Their shares of stock are dealt in upon the markets 
of the world and may be purchased by anyone who has $100 more 
or less to invest in them. Within the past twenty years, these 
industrial stocks have been coming to be regarded more and more 
as investment securities. High-class industrial preferred stocks 
now sell upon the same basis as standard railway stocks sold forty 
or fifty years ago. Within the last four or five years there has 
been a notable increase in the incorporation of smaller companies 
and the distribution of the preferred stock of these companies among 
the smaller investors of the country. It is to be hoped that this 
process will go on, and it will go on, unless the government by its 
interference with business breaks down the prosperity of the coun- 
try. The logical outcome of this process will be a very wide dis- 
tribution of these stocks, so that a very much larger number of 
people will be directly interested in the prosperity of these industrial 
companies. When that outcome has been realized, then these great 
companies will have the character of great co-operative enterprises, 
and the attitude of the people towards them will necessarily change. 
Proof of this is found in the present attitude of large numbers of 
persons with respect to the policy of the federal administration in 
the prosecution of the trusts—a policy, by the way, inaugurated 
by the preceding administration and only logically and consistently 
carried out by the present one. The stock of the Standard Oil 
Company and the stock of the American Tobacco Company were 
never widely distributed. The prosecution of these companies 
was, therefore, hailed with general enthusiasm throughout the 
country. On the other hand, the stock of the United States Steel 


om Corporation is very widely distributed. I have talked with many 


persons, men and women, who think that the Standard Oil Com- 
pany and the American Tobacco Company deserved all they got, 


2’ but they cannot quite understand why an attack should be made 


upon such a benignant institution as the United States Steel Cor- 


poration. The explanation is that as soon as you acquire a direct 


_ interest in one of these monsters, he very quickly smooths his grim 
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and wrinkled front and appears as a very kind and gentle sort of _ 
animal. 

There are other errors which it seems to me deserve attention. 
In comparing economic conditions, present and past, it may seem 
that before the advent of the large corporation there were unlimited 
opportunities for the independent producer or trader which no 
longer exist for the present generation. As we look back, we can 
see what immense opportunities there were during the past genera- 
tion. As we look forward, we may not see similar opportunities, 
but who will say that they do not exist? There are opportunities 
in every generation which are only visible to the few. It is only 
the few in each generation, men of capacity and alertness, who make 
use of the opportunities which that generation presents. Not many 
years ago the Union Typewriter Company was by many regarded 
as a trust or monopoly, and it is quite conceivable that the managers 
of that enterprise may have been apprehensive of being prosecuted 
by the federal government under the Sherman Anti-Trust Law. 
However this may be, to most men it probably seemed impossible 
to organize another corporation and to make a success of it in this 
particular line of business. But within the past five years another 
great corporation, the Underwood Typewriter Company, has been 
established and is now doing nearly as much business as the Union 
Typewriter Company itself. Who will say that these two com- 
panies are the final developments in their field and that another 
company may not be organized and achieve a success surpassing 
either of its predecessors? And note that if the Union Typewriter 
Company had cut prices, this new competition would never have 
entered the field. In like manner, if the condition of demoralized 
prices which existed some years before the formation of the United 
States Steel Corporation had continued to exist, the Midvale Steel 
Company, I should suppose, would have been an impossibility. 
Similarly the maintenance of prices by the Western Union Telegraph 
Company made possible the competition of the Postal Telegraph 
Company. And, in general, it may be stated that in order to pre- 
vent the suppression of competition and to keep it active and effec-— 
tive it is important to maintain prices at a level sufficiently high to 
attract new capital into the competitive field. 

Finally, it must not be lost sight of that, although some par- 
ticular field of industry may seem to be exclusively occupied by 
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monopoly, it does not follow that the door of opportunity has been 
closed to the ambitious young men of this generation. Since the 
discovery of the north pole and the south pole, the glory of a Peary 
and an Amundsen is not attainable by any other person. That 
particular opportunity is gone forever. Preceding the presidential 
nominating conventions, the door of another opportunity is open 
for many an ardent patriot, but after the conventions have registered 
their decrees, this door is closed—not forever, but for another period 
of four years. It may be that in the steel trade present opportunities 
are quite different from those which were open in the days when 
Carnegie as a young man went to Pittsburgh and that his amazing 
success in that field may not be achieved by any other person. It 
may be assumed that in other lines of industry there is practically 
no chance to build up a new corporation equal to those already 
dominating the field; but from generation to generation, as existing 
opportunities are availed of and perhaps cease to exist any longer, 
other opportunities arise and present themselves, and it can, I think, 
be stated with confidence that, notwithstanding the growth of 
monopoly in this country, we have had during the past generation 
and are likely to have during the coming generation vastly more 
opportunities than were open to our ancestors of many generations ago 
who, nevertheless, prospered well and were more content than we are. 

Let it not be inferred from anything I have said that I have 
intended to suggest that the law of competition, beneficent as it 
has been in the past and as it is likely to be in the future, is all- 
sufficient as a safeguard to the national welfare. And let it not be 
inferred that I have intended to suggest that this natural law of 
competition may not wisely be supplemented by some man-made 
law to protect and maintain competition against monopolistic power. 
My object has been simply to call attention to some considera- 
tions which ought to be taken into account in diagnosing economic 
evils and in deciding upon the remedy. To deal wisely with economic 
problems is always a difficult and delicate task. You cannot deal 
wisely with them, if you act precipitately. Fortunately, there is no 
need of precipitate action. There is time for deliberation, for the 
patient investigation of facts and the patient consideration of them. 
No more useftil service can be rendered by this Academy than to 
impress upon the public the importance of deliberation, of caution 


and of conservatism in dealing with these grave problems. 
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PUBLICITY OF ACCOUNTS OF INDUSTRIAL 
CORPORATIONS 
By Mires M. Dawson, 
Counsellor-at-Law and Consulting Actuary, New York. - 


Citizens of the United States are facing the proposal to undertake , 
national regulation of all corporations doing an inter-state business. _ 
It is proposed that this extend to all their operations, i.e., be not con- 
fined to their inter-state business. This is to be secured by requiring 
them, as a condition to license to do an inter-state business, to 
incorporate under a federal charter, thus making themselves subject 
to the control of congress in all respects. Thereupon, a commission 
is to supervise and regulate the company’s operations." 

There is, of course, much.opposition to the inauguration of such 
aplan. It is certainly a great departure from the traditional character 
and limitations of our general government. Its constitutionality — 
is denied; its tendency toward centralization condemned. Its 
efficiency also is questioned, in that even the most tyrannical of 
bureaus could hardly maintain espionage upon all the industries 
of the country. 

Yet all who earnestly and even strenuously oppose, must concede 
that a remedy for certain glaring evils must be found and that, if no 
other appears, the American people will accept and adopt national 
supervision. 

! The following is this program as announced by Mr. George W. Perkins, in The New York 


Times, March 15, 1912: 

“ First—Create at once, in or out of the Department of Commerce and Labor, a business court 
or controlling commission composed largely of experienced business men. 

“Second—Cive this body power to license corporations doing an inter-state or interna- 
tional business. 

“ Third— Make such license depend on the ability of acorporation to comply with conditions 5 
laid down by Congress when creating such commission and with such regulations as may be 


prescribed by the commission itself. 
“ Fourth—Make publicity, both before and after the license is issued, the essential feature 


of these rules and regulations. Require each company to secure the approval of said commis- 
sion of all its affairs, from its capitalization to its business practices. In the beginning, lay down 
only broad principles, with a view to elaborating and perfecting them as conditions require. 

“ Fifth— Make the violation of such rules and regulations punishable by the imprisonment 
of individuals rather than by the revocation of the license of the company, adopting in this 
respect the method of vrocedure against National banks in case of wrongdoing.” 
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The real question, then, is whether there is another and a better 
plan; for assuredly we are not going to do without some plan. 

Publicity of the accounts of corporations, which President 
Hadley, of Yale University, put forward more than a decade ago, 
as a way out, is involved in this more extensive program. Before 
venturing to adopt the whole of it, therefore, we may well consider 
whether effectual publicity alone might not answer as well or, indeed, 
better. 

The publicity required is the simple, straightforward, intelligible 
type, covering essential matters so that the public may judge. Where 
autocratic, arbitrary regulation is found, the publicity features, 
while manifold and complex, are rarely illuminating and usually 
cause the public to lean more helplessly upon the supervising authori- 
ties. 

It must have been considered that long study or the operation 
of these plans in connection with insurance and especially life insur- 
ance would perhaps enable me to lay before you some facts that would — 
prove pertinent and applicable in respect to industrial corporations; 
else I should not have been invited to address you. 

As regards life insurance, for instance, we have had about fifty 
years of state supervision in this country, relieved in recent years 
by a modicum of true publicity; while in Great Britain they have had 
about forty years of publicity, unaccompanied by supervision. 

Our laws regulating life insurance were inaugurated in 1858 
by the appointment of commissioners in Massachusetts to report upon 
the conditions in general. The very first act of this commission was 
to adopt and enforce an artificial and arbitrary method of computing 
the contingent liabilities of companies under running policies which 
later, upon the authority of America’s greatest actuary, was the chief 
factor in causing the ruin of many American companies that were in 
fact solvent and need not have failed. 

The idea of suppressing practices, which were very rightly con- 
demned, by means of vigorous supervision thus found lodgment; 
and the ablest and most active of the commissioners was continued 
as sole commissioner. Soon afterward New York provided for a 
superintendent of insurance. Other states followed with laws regu- 
lating life insurance and providing for a commissioner or superin- 
tendent. 
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companies followed the introdution of supervision and, as said, was 
largely due to it, while the failure of British companies preceded the 
publicity measures of the government and there have been none or 
virtually none since. 

As regards solvency and strength, the British idea has been to 
require reports, clearly stating the facts, thereby giving due advantage 
to the strong and prosperous, but encouraging the managers of weaker 
companies to work out their salvation by the best means available. 
The American method, always resulting in case a company gives up 
after a struggle, in a reflection on the supervising department for not 
closing it sooner, encourages the spirit of distinct and even marked 
favor for the old and strong companies and of disfavor for the new 
and small companies. 

Thus for years the interpretation of our reserve laws by super- 
vising officers actually prohibited the successful launching of new 
companies, thus automatically giving to a constantly diminishing 
number of companies a virtual monopoly of the field. This has been 
relieved in some states as to life insurance, but is yet true in all of them 
as to fire insurance. A great object lesson in the desirability of room 
for the exercise of expert judgment in this matter, which has been a 
cardinal feature of the British Act, was recently given in New York 
where, by reason of a lower standard to test mere solvency, as dis- 
tinguished from the right to do new business, a large life insurance 
company was saved from a receivership and in a year or so its entire 
impairment restored. Yet such was heresy in America a few years 
ago; and is not provided for even now in other states. 

As regards strength and solvency, then, the effect of the supervi- 

ion method generally has been to make conditions hard or even im- 
possible for the new and small companies and, by applying an unyield- 
ing and often wholly unsuitable reserve standard to them, drive 
them out of existence; while publicity has nursed them when weak, 
and, by affording means for suitable and significant comparisons, 
has encouraged them to strengthen themselves. 

A feature, scarcely if at all less important than solvency, which 
is sought to be safeguarded by these legislative measures, is that 
companies really perform good service for the public, i.e., as regards 
life insurance, for instance, supply insurance at the least cost com- 
patible with safety and otherwise on the best terms. 

The earliest work of the Massachusetts commissioner, after 
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setting up a standard of reserve, was to advocate and ultimately to 
secure legislation requiring Massachusetts companies to give (in 
the form of keeping the insurance in force for the time it would pay 
for) a value equal to a large part of the reserve, upon surrender or 
lapse. Such relief was undoubtedly grievously called for, since com- 
panies were actually forfeiting fully paid-up dividend additions upon 
non-payment of premiums. The commissioner and the legislature, 
of course, did not consider publicity a cure; therefore, mandatory 
legislation. 

The Massachusetts companies complied, but most unwillingly; 
and, after some years, they succeeded in changing this, first, to guar- 
anteed cash values and, later, to a choice, by the company, to provide 
for paid-up or extended insurance, with an option of cash values. 
It was many years before automatic extended insurance was gener- 
ally given; and when it was, this was due to the energetic competition 
of a company, the officers of which believed in it and, therefore, offered 
it, wholly without legal compulsion. 

As regards cash surrender values, also, it was fidelity to the feature 
as a matter of principle, on the part of two companies in the United 
States and one in Canada, professionally advised by this Massachu- 
setts commissioner, and not to companies, acting under compulsion 
of law, that finally brought it into favor. 

This took a long time, also—a very long time—during which a 
monstrous scourge of misrepresentation, deceit and fraud fell upon 
the United States, before the right to surrender value was conceded. 
This scourge, singularly enough, proceeded from a plan to forfett 
reserves, i.e., to allow nothing upon surrender or lapse. The outcry 
in order to secure surrender value legislation had, of course, empha- 
sized the ‘‘outrageous’’ gains from forfeitures. So -“‘Tontine’’ was 
introducd with its estimates of impossible gains to be made by 
taking a forfeitable policy, continuing it in force for ten, fifteen or 
twenty years and so sharing in the reserves forfeited by others. These 
were urged upon the public by agents, under offers of commissions 
which, after a time, represented a waste greater than any possible 
gain from this source. 

Whatever may be thought of the forfeiture system, itself, under 
which from fifty to sixty per cent of the insured lost their equities, 
there can be no question that the campaign of lying estimates, distort- 
ing life insurance into a “ hot air’’ speculation, constitutes a continuing 
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reproach upon the good name of American life insurance, a reproac 
not yet removed in many of the states. 

The degree of it may be judged from this: Before the Armstrong 
Committee, we showed that three of the New York companies, making 
big estimates of returns on “‘tontine’’ policies, were so wasteful that they 
were earning virtually nothing for them; that is, they were charging 
for policies which were really non-participating, full-participating 
premiums, about twenty per cent higher than non-participating, 
and were hiding this by lying estimates. The extent of it may be 
judged from this: The officers of the New York company which 
is generally considered to have come out best in the investigation, 
were compelled to acknowledge that a rate-book, showing actual 
results on such policies, had been withdrawn and another with 
materially higher ‘“‘estimates’’ supplied, because the agents had 
insisted they could not sell the insurance by presenting the facts. 

This grew up under a system of supervision of increasing severity 
and complexity. In Great Britain under publicity only, the sole 
sinners in this regard were the branches of our American companies, 
to deal with which their publicity measures, planned only for their 
own home conditions, were then inadequate. On the part of British 
companies, since 1870, ‘‘make good’’ has been the rule, and unrealized 
estimates a negligible exception. 

In this important regard the publicity required in Great Britain 
was merely filing with the “Board of Trade,’’ a government depart- 
ment, full information as to “bonuses’’ i.e., dividends to policy- 
holders, giving examples of the rates of bonus and the factors or method 
by which they were arrived at. No such requirement was made in 
the United States prior to the Armstrong laws of New York, enacted 
in 1906, i.e., nearly fifty years after the advent of supervision. 

The one unfortunate omission from the British ‘‘ bonus”’ require- 
ments was provisional accounting as to accumulations of surplus 
prior to completion of the dividend period. The absence of this, 
due to the fact that British companies “divided” their surplus at 
the end of fixed periods among policies of whatever duration, while 
the “‘tontine”’ plan called for ‘‘apportionment”’ each year, but only to 
policies completing their periods, permitted a company to run on, 
using its lying estimates up to and beyond total failure to realize 
them. There, as here, there was no exposure of that. 

This was sought to be remedied by the Armstrong laws also, 
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which provided for ‘‘a statement showing any and all amounts set 
apart or provisionally ascertained or calculated or held awaiting 
apportionment upon policies with deferred dividend periods longer 
than one year for all plans of insurance and all durations and for 
ages of entry as aforesaid (i.e., 25, 35, 45 and 55). ‘ 

The New York department, however, though for the last three 
years deemed strict and even stringent in supervision, has never 
enforced this publicity feature, so absolutely essential to the protec- 
tion of holders of policies of a ‘‘closed”’ class, i.e., a class no longer 
recruited. The failure to enforce was due to resistance and assurances 
that ‘‘it cannot be done,’’ which statement is absolutely false. 

This illustrates a favorite and almost unavoidable attitude of 
supervising state officers, viz.: ‘‘It is our business to supervise,” 
with the result that the most important things, viz., the essentials 
of publicity, are lost sight of in the performance of arduous, manifold 
and complex duties, usually leading nowhere. 

The two features of the Armstrong laws which have most made 
for improvement of the service to the public in quality and in cost, 
and that there has been marked improvement is shown by the fact 
that the rates of annual dividends to its policyholders paid by the 
oldest and largest company were more than three times as high in 
1912 as in 1905, are these: 

1. Publicity regarding rates of annual dividends. 

2. Publicity regarding expenditures for new business, tested 
by a certain reasonable standard for the same, based upon experience 
and then introduced for the first time. 

The first of these revealed unescapably whether or not a company 
was supplying life insurance at a reasonable cost; the second laid 
bare the chief among the evils which rendered the insurance costly. 

“In what way may these facts conduce to a solution of the prob- 
lem of regulating industrial corporations?”’ is a question which may 
well be asked. 

Industrial corporations are subject to publicity requirements 
in Great Britain, similar to those applying to life insurance compa- 
nies, though not identically the same. Though industrial develop- 
ment is more advanced there than in any other country, monopolistic 
manipulation of prices and the like are virtually unknown. 

The industrial corporation problem seems to involve the same 
issues, fundamentally, as life insurance, but in a somewhat simpler 
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form. Life insurance companies are selling their promises to pay, 
of varying value because of difference in terms of contracts and in 
strength of companies; while industrial companies deal in material 
products, the value of which is known to buyers and is independent 
of the corporation’s financial status. But their stocks and bonds 
are yea for investment, which leaves the situation mucn the same. 

The aim of regulation of industrial corporations, then, is very 

imilar to that of life insurance regulation, viz.: To promote solvency 

and protect buyers of stocks and bonds against imposition, by re- 
quiring simple and correct statements to be filed; and to encourage 
the performance of good service at moderate prices and discourage 
the contrary course. 

That these things can as certainly be accomplished regarding 
industrial corporations, by wise publicity requirements, as in life 
insurance, is both obvious upon the face of it and also clearly shown 
by experience in Great Britain where false statements about corporate 
affairs are as infrequent as they are frequent here and commodities 
are supplied at lower prices than anywhere else in the world. 

The door to the accomplishment of these things stands invitingly 
open, also. All these corporations are reporting to the comptroller 
of internal revenue now, every year. These reports can be classified 
and made public, whenever that course is decided upon. Were this 
done, in a perfectly simple and intelligible way, it would at once 
reveal both the corporations which are dangerous to investors, 
because not “making good,”’ and those which are exacting an exces- 
sive profit by reason of monopolistic practices. 

Publicity in the former regard would protect the public against 
the foisting upon them of stocks and bonds in losing ventures and 
would encourage better business practices and the strengthening 
of such corporations. 

Publicity regarding excessive profits might be a complete cure 
in and of itself. If not, it would perhaps serve to indicate the source 
of such profit, as, for instance, by working through subsidiary cor- 
porations, etc., and thereby to give a hint how the evil may be 
reached. It might also show that the federal power of taxation should 
be invoked, to make extortion unprofitable by taking a heavy toll 


for the nation. 
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should apply also to circulating false statements. Punishment should 
be inexorably inflicted, usually by imprisonment. 

2. Punishment of corporations and of officers for violation of 
statutes, both state and federal, revealed or indicated by the accounts 
filed. 

3. Heavy taxation of monopoly profits. 

_ Our condition as regards reliable information concerning cor- 
porations is at the present time exceedingly unfortunate. There 
is no bureau to which the people of the country, whether consumers 
or investors, may turn to ascertain the financial operations and con- 
dition of the various corporations doing business here. Of course, 
as we have no provision for publicity of accounts save as to banks, 
trust companies and insurance companies, it follows that the wildest 
falsehoods are at times circulated about corporations for the purpose 
of depressing or booming their shares. The mendacity of the Amer- 
ican promoter, whether engaged in floating a new corporation or 
in selling further securities of older corporations, is proverbial; and 
the honorable standard of “‘make good”’ which has been set by our 
strongest banking house in recent years is only beginning to have 
its influence to suppress such practices. We need, unquestionably, 
and that on a national scale, not so much the features of the “ British 
Stock Companies Act,’’ which prescribe the powers of corporations 
and make provisions for their incorporation uniform throughout 
Great Britain, but those features which require that a correct ac- 
count be filed with the Board of Trade of London, and that every 
statement made by every such corporation, its agents, promoters, 
officers or directors concerning its affairs shall truly represent the 
facts. 

It is perhaps doubtful whether it would ever be necessary to 
make use of the federal power of taxation, which, according to the 
precedents established by the courts, is limited only by the express 
limitations of the constitution and may be utilized within the dis- 
cretion of congress, even if the result be to destroy, if effective 
publicity were once introduced; but, notwithstanding, it is well 
that that power exists. The punishment of taxing the “unearned 
increment” of a swollen profit, derived from monopoly, is obviously 
one which “fits the crime.”” It would also act as a preventive, 
inevitably, since that which there is no profit in doing, will in the 
nature of things not be done. ~ 
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Over against this utilization of the powers of the federal govern- 
ment, which it indubitably possesses under the existing constitution, 
there is set a program which is being urged first and primarily by 
leading officers of one of the largest industrial combinations of our 
country and, as a close second, by one of the candidates for presi- 
dent and many of his supporters, viz., that we shall set up bureaus, 
clothed with supervisory powers, scarcely if at all second to those 
possessed by various bureaus in the Russian, the Austrian and the 
German empires, and really much more dictatorial in type, as it 
is presented by these advocates, than anything to be found in those 
countries. A prime essential, according to their conception of the 
function of such a bureau, is that it may pass tm advance upon the 


regularity and propriety of proposed corporate action, thereby 
what it may do and may not do, and also that _ 


telling ‘‘ business’ 
it shall have power to fix prices or at least to pass upon their 
reasonableness. 

For telling ‘“‘business’’ what it may do, there is the precedent 
of the action of the same candidate for president when he was in 


office, a precedent also involving the other leading parties who © 


advocate this method; but, while it seems to have worked satis- 
factorily for all of them up to the present time at least, it has by no 
means been satisfactory to the rest of the people and indeed is 
generally condemned. 

For fixing prices, the precedent is urged of the powers of regu- 
lating railway rates exercised by the Interstate Commerce Com- 
mission, subject to an appeal to the commerce court. This feature, 
which has been so intensely unpopular with the railway companies 
in the past, has, by reason of court decisions, fair enough at that, 
that the rates must not be “‘confiscatory,”’ i.e., must leave a fair 
margin, been more favorably viewed of late. 

It is difficult to see how the government, as regards railways 
and the like, or states and municipalities, as regards certain other 
forms of public service, can avoid accepting this responsibility; 
but, on the whole, the people of the United States are not so satis- 
fied with the results that they would desire to extend this power 
to pass upon all prices. Instead, proper publicity of accounts would 
show, as to many of these public service corporations, a condition 
of affairs quite as little satisfactory both as to quality of service 
and price, as the condition in regard to any of the industrial corpora- 
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tions; for, as respects these public service corporations, there is a 
natural monopoly, which has been a fruitful cause of extravagant 
earnings and inflated values. 

In other words, the precedents are not such as give any fair 
reason for believing that, even if these things could be effectively 
introduced within the letter and the spirit of our constitutional 
restrictions, they would attain the object which we have in view. 

The creation at Washington, as a bureau of the central govern- 
ment, of a department with which shall be filed for publication, as 
well as for taxation purposes, complete, simple, intelligible and 
significant accounts of all corporations, with power of investigation 
if there is suspicion that false statements have been made, and with 
at least the menace that legislation levying a discriminating tax 
will be resorted to if a corporation so conducts its business as to 
extort an unfair profit for the service which it renders, would seem, 
therefore, to be a perfect solution of the serious problem now con- 
fronting us; and it is all the more desirable, because it will leave 
the enforcement of the criminal laws to the regular prosecuting 


a Fe authorities, the utilization of the civil laws by private parties to their 


own initiative, and the constitution gf the United States without 
amendment or violation of its letter Or spirit. 
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UNREGULATED COMPETITION IS DESTRUCTIVE 
OF NATIONAL WELFARE 


By ALLEN RipLey Foote, 
President, National Tax Association, Columbus, Ohio. we 

Discussion for the promotion of the national welfare must 
shave prosperity for its objective point. 

National welfare must include the welfare of all sections, all 
classes and all individuals. 

Individual prosperity is the fundamental basis for national 
prosperity. It is an infallible safeguard for national welfare. 

The phase of national welfare to be considered is material well- 
being; therefore this discussion will deal with economic propositions. 
The material well-being of every individual, and of the state, is 
expressed by growth in wealth. Such growth can occur only as 
the results of profits earned by industry. Incomes from investments 
of all kinds have their origin in the profits of industry. For this 
reason profit-making is the fundamental basis for individual and 
national prosperity. 

When a man works in isolation the entire product of his labor 
is unquestionably his property by right of creation. In the time 
when the work of production, and the exchange or distribution of 
products, was done -.by individuals, each operating upon his own 
initiative and for his own account, competition to gain the largest 
obtainable profit stimulated endeavor to its greatest possibility. 
This caused the production of an ever increasing variety of com- 
modities in an ever increasing supply, the attempt to market which 
brought producers, or distributors, in sharp competition with each 
other, each attempting to win a possible profit by giving induce- 
ments to buyers in terms of payment or reduction in price, one or 
both. The effect of such competition was to stimulate trade and to 
keep prices, as a general result, at a point that would yield only a 
small profit for the producer and distributor. Under these condi- 
tions the axiom was formulated that ‘Competition is the life of 
business.” 

with every improvement in facilities 
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for the exchange of information and the transportation of persons 
and commodities. Increase in property was the material good 
sought by every competitor. To win this, the requirements of the 
moral law did not prevail. Sharp practice became the rule rather 
than the exception. The successful competitor was one who felt 
no restraint from conscience; who was most clever in outwitting 
buyers as to quantity or quality, or who was most successful in 
getting some special transportation advantage. On the other hand, 
the narrowing of the margin for profit compelled the production 
and sale of an ever increasing quantity in order to enable the pro- 
ducer to secure a necessary annual income. 

These causes combined to compel individuals to co-operate 
for the purpose of cheapening production and transportation by 
increasing production and to afford each other protection against 
the methods employed by less fair competitors. Experience demon- 
strated that unregulated competition tended to destroy the power 
to make a profit, therefore regulated competition began to be com- 
mended as a means of promoting profit-making. 

x Regulation is always a restraint on freedom. The attempt 
to regulate competition as a means of promoting profit-making 
made it necessary to place restraints upon trade as a limitation on 
competition to promote profit-making. 

Statutory laws came into existence and have been developed 
through a more or less well defined purpose to safeguard business 
methods and thus promote the general welfare. At the outset 
these laws were designed to keep competition absolutely free, that 

- is, unregulated. To do this it was thought necessary to prohibit 
a. ae all restraint of trade and thus this prohibition became the objective 
ss point of governmental regulation. By following legal precedent 


instead of being guided by business experience, attempts at govern- 
ss mental regulation of business have been directed to a wrong objec- 
tive point when invoked to safeguard unregulated competition in 

_ order that trade may be unrestrained. This led inevitably to making 
_ @ prohibition of all restraint of trade a wrong objective point for 
governmental regulation. Political development along these lines 
prevented a recognition of the fact that unregulated competition 
and unrestrained trade are wrongly commended as necessary con- 
ditions for the promotion of profit-making as a means of developing 
individual and national welfare. 
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Political opinion, formulated into laws establishing and provid- 
ing for a system of governmental regulation, designed to maintain 
unregulated competition by prohibiting all restraint of trade, is 
based upon economic theories and business methods as they were 
in the year 1776 when Adam Smith wrote the “ Wealth of Nations.” | 
At that time steam and electrical power were unknown and had, — 
therefore, not been utilized to expedite trade; the transmission of | 
intelligence was then limited to the means employed for the exchange 
of commodities, and credits had not become a commercial commodity. 
In those days unregulated competition and unvestrained trade were 
accepted as necessary conditions for profit-making. 

In the days of unregulated competition and unrestrained trade, 
individual profit-making was, as it is now, the true objective point 
of industrial endeavor and governmental protection. It is obvious, 
however, that business methods must change in order to keep in 
true adjustment with improvements in business facilities. When 
business facilities were limited to the use of physical power, by the 
utilization of animal-drawn vehicles and sail-propelled ships, unregu- 
lated competition and unrestrained trade were approved business 
methods. The power to co-operate, as may now be done, had not 
then been acquired. The utilization of steam and electrical power | 
has removed the limitations imposed upon production, transporta- 
tion and the transmission of intelligence by the use of physical power 
only, and has caused an enormous expansion in production, in the 
exchange of commodities, in the transmission of intelligence and 
in transfers of moneys and credits. 

The power to co-operate was created by the utilization of steam 
and electrical power in the improvement of business facilities. 

The more intelligent men become, the greater is their power 
and their desire to co-operate. Co-operation is possible between 
civilized men only. There is no industrial or commercial co-operation 
between barbarians; they have no desire, ability or power to co- 
operate, nor do they possess facilities which render co-operation 
possible. 

Co-operation between civilized men is a life-giving necessity 
for the development of individual intelligence, character and ability. 
It is a means by which the least capable can acquire intelligence 
and share in the profits made possible by the skillful management 


of the most capable. It is not socialism. It is a natural and an 
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intelligent development of individualism because it protects, aids 
and develops individual interests in ways that can never be acquired 
by any person working in isolation. 

Desire, ability and power to co-operate are natural products 
of intelligence. They are born with its birth; they grow with 
its growth; their application to business methods is its highest 
manifestation. 

Every improvement in business facilities renders the utilization 
of the power to co-operate imperatively necessary in order that the 
development of economic efficiency may be unrestrained. 

Every action guided by knowledge, every mechanical device, 
every form of organized associated effort that tends to promote 
economic efficiency opens a way in which individuals may acquire 
wealth through profit-making. Economic efficiency, not unregulated 
competition nor unrestrained trade, is the true promoter of individual 
profit-making. 

The law of economic efficiency is the cohesive force that induces, 
compels and maintains co-operation between men by combining 
them into organized business units capable of handling the limited 
business of communities, isolated plants, mercantile and banking 
establishments, and then forcing co-operation between such organ- 
ized units by creating multiple business units, such as combines 
and trusts, capable of handling the business of states, of the nation, 
and of the world. 

Production resulting from the work of one man, operating in / 
isolation, results from a co-operative use of brains and muscles. | 
As a general proposition such production is limited by the intelli- 
gence of the brains rather than by the strength of the muscles. 
Uneducated brains require a maximum expenditure of muscular 
strength to obtain a minimum quantity or quality of products. | 
For these reasons, lowest economic efficiency is the condition of 
unorganized man, brains and muscles, working in isolation. 

Between the two extremes of lowest and greatest economic 
efficiency, is placed, for the purpose of illustration, a condition of 
average economic efficiency which is a condition created by an organ- 
ization of men, brains and muscles, co-operating to increase individual 
profit-making through the increased efficiency of partnerships and 
corporations owned by individual stockholders. Such co-operation 
is forced by the reduction of the margin of profit caused by com- 
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petition w hich increases demand by lowering prices and oaiee it . 
necessary to sell an ever increasing quantity of products in order 

to obtain a necessary annual income earned by a decreased per- 
centage of profit. Product per man employed is increased by co- 
operation, therefore co-operation is the open road to increased indi- 
vidual profits for all who are, or have been, working in isolation. 

Greatest economic efficiency is the condition of organized men, 
brains and muscles, co-operating to increase individual profit-making 
by developing and utilizing economies that are only possible to the 
largest operations which must be handled by multiple business 
units. These units may be created by trade associations or the 
closer organizations of combines and trusts. The pressure of com- 
petition compels the development of efficiency in every possible 
way. Efficiency that can be realized only through co-operation 
will be developed by this means. Natural progress in this direction 
will be made through the organization of trade associations. When 
statutory law forbids the organization of trade associations the 
irresistible force of natural economic laws will compel the creation 
of combines, trusts and abnormally large corporations. This has 
been demonstrated by the course of industrial development in the 
United States since the enactment of the so-called Sherman Anti- 
Trust Law; a law that has compelled the organization of combines, 
trusts and abnormally large corporations. Proper regulations for 
the creation and operation of trade associations will tend to check 
the growth of combines, trusts and enormous corporations, and will 
ultimately render such organizations absolutely undesirable, except- 
ing for the business of furnishing facilities for the transportation of 
persons and commodities and for the transmission of intelligence. 

Organized business units, simple and multiple, are the means 
by which mechanical and electrical power has been, is now, and must 
continue to be, utilized for the development of production and of 
all forms of trade facilities to the greatest economic efficiency. 

Desire to increase individual profits is the vitalizing spark that 
gives life to all industrial, commercial and financial efforts. With- 
out this desire the entire business structure, from the efforts of the 
unorganized man to the operations of the largest multiple organiza- 
tion of organized business units that can be conceived, would be 
dead. 
The records of industrial development show that real competi- | 
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- tion did not begin in this country until after the year 1860. Prior | 
to that time, especially before the utilization of steam power and 
_ during the long years of hand power and home industries, there 
was practically no competition in the modern sense. 
The intense manufacturing activity in some lines, following 
the outbreak of the war in 1861, induced by the demands that war 
- ereated, demanded enlarged factories and facilities of every kind. 
This forced owners to seek a constantly increasing business in order 
oe _to make a profit. This brought them into direct competition with 
each other. This was the beginning of modern industrial competi- 
- tionin the United States. It grew without restraint until it developed 
destructive tendencies, which grew stronger and more vicious until 
_ they culminated in the panic of 1893. 
During the recuperative years from 1893 to 1898, men capable / 
of intelligent thought came to the conclusion that competition as | 
- then practiced was destructive, and that combination, or a recog- 
_ nition of a community of interests in some form was absolutely 
3 necessary to enable all persons engaged in productive industries to 
_make a profit. 
Unregulated competition forced the era of co-operation into 
- existence, which commenced when men who intelligently studied 
the use, development, ineffectiveness and tendencies of unregulated 
_ competition, began to change their business methods to safeguard 


| The era of peace and good-will among business men began with the 
commencement of this era of co-operation. 

In the course of time, immoral business methods induced and 

_ forced by the stress of unregulated competition became unendurable 

and demanded correction by governmental regulation. Attention 

was centered upon these methods or practices. No attention was 

given to a study of the economic conditions of which they were a 

natural and an inevitable product. Symptoms, not causes, were 

i _ studied and exploited by those who formed political opinion. This 

caused political opinion to make a fundamental mistake in the 

— advocated for the regulation of business. This mistake 

_ was induced by the error of conceiving the regulation of business 

_ methods instead of the development of profit-making to be the true 

point of economic theory and of governmental 
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regulation. This error caused a disastrous attempt to compel the 
continued use of methods belonging to the age of physical power 
(when men were compelled to operate in isolation or in small organi- 
zations utilizing slow and expensive facilities for the exchange of 
their products and industrial or commercial information), in an age 
eager to profit by the expansion of economic efficiency induced and 
made possible by the utilization of mechanical and electrical power. 

The need and the duty of the present time is the learning of 
the lessons taught by reason and experience that the age of unregu- 
lated competition and regulated trade passed with the passing of 
the age of production and trade facilities limited to the use of phy- 
sical power; that the development of economic efficiency must be 
the objective point of governmental regulation, as well as of all 
business undertakings, if individual and national welfare is to be 
efficiently developed and effectively safeguarded. 

The learning of these lessons will cause the people to know that 
when laws conflict with business methods correct procedure requires 
that an investigation should be instituted to determine which operates 
as a restraint upon economic efficiency, the laws or the business 
methods. If the law is at fault, it should be repealed or amended. 
If the business methods are at fault, they should be abandoned or 
corrected. 

Progress can be induced only by a recognition of the fact that 
laws must change, and business methods must change, to keep indus- 
trial development in true accord with changes in business facilities. 

To be right and just, laws and business methods must be cor- 
rectly aligned with the requirements of moral and economic laws. 

An investigation of the moral and economic soundness of busi- 
ness methods should have for its objective point the elimination of 
all causes of conflict between business methods or statutory laws 
and moral and economic laws, not the creation of criminals out of 
successful business men. 

When a business method is found to be morally or economically 
wrong, that fact, and only such a fact, should be made the basis for 
a demand that it shall be changed. If the required change is not 
voluntarily made within a reasonable time, then, and only then, 
should a criminal prosecution be undertaken. 

As a concluding statement it is affirmed that destructive com- 
petition—competition that destroys ability to earn a profit is the 
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most powerful restraint that can be placed upon trade. It kills 
trade. 

Governmental regulation of business will benefit the people to 
the degree in which it successfully aids economic efficiency. 

This can best be done by providing for and promoting co- 
operation between men by the creation of organized primary business 
units, and by providing for and promoting co-operation between 
such primary business units through the creation of trade associa- 
tions and multiple business units. Laws providing for the creation 
of such business units and organizations should establish rules for 
their correct self-government, and should make it certain that a fair 
share of the profits resulting from such organized efficiency shall be 
distributed to each individual interest, thus making them an efficient 
means for developing individual profit-making which is the funda- 
mental basis of individual prosperity. 
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The Relationof IndustrialCombinations 
to National Welfare 


OMBINATIO 


THE BENEFITS OF INDUSTRIAL C 

By J. Kirby, Jr., 


President, National Association of Manufacturers, Dayton, Ohio. 


Industrial combination has been the prime factor in the growth 
and progress of the world. To destroy or remove it from the activi- 
ties of life would mean the stoppage of development; indeed it would 
mean more than that, it would mean the gradual decay of much that 
has been developed since creation. It would sound the death knell 
to ambition, because ambition must, of necessity, depend upon combi- 
nation for its reward. : 

Surely it has been fully demonstrated that industrial combina- 
tion is an indispensable element of our business life, and that without 
it our whole business fabric would disintegrate and fall, for, it must 
be borne in mind that industrialism and commercialism are inter- 
dependent and that whatever affects one necessarily affects the other. 

Therefore, there should be thrown around it such safeguards 
of wisdom and protection as will make it of greatest value to the 
largest number. But we should’ never lose sight of the dangers 
which lie in the power of combination, and our greatest care should 
be to prevent that power being abused. - 


Industrial Combinations 


An industrial combination must be measured by what it is. It 
may be a business organization composed of labor and capital formed 
for the purpose of producing and marketing any given product, or 
for the accomplishment of certain industrial ends, or it may be an 
organization of workmen formed for the purpose of furthering their 
individual interests. It is obvious that the relation of such organiza- 
tions to the nation’s welfare is all-important; in fact, the existence 
of modern civilization is dependent upon industrial business combi- 
nations to a greater extent, perhaps, than upon any of the other 
elements upon which it is based. 

Therefore, .in seeking to establish the relation of industrial 
combinations to the nation’s welfare we must investigate their many 
ramifications and trace them from their beginning to their natural 
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and logical sequence, and then compare their economic effect with 
that of individual effort, exercising care in the analysis, to distin- 
guish between combinations which are made up of single units, and 
those composed of aggregations of such combinations, and to measure 
them by the rule of reason as to their scope and purpose, together 
with the manner in which they attempt to exercise the power incident 
thereto; that is to say, whether to the injury or benefit of the public. 
To create an industrial business combination, the first requisite 
_ * is individual initiative coupled with ambition and energy, and the 
4 second requirement is capital. Then, to make the combination 
complete and effective labor must be made a component part. With 
these three elements welded together to form the combination there 
must be individual effort to direct its operation. And so we may say 
that such a combination consists of brains, capital, and labor, brains 
being the directing force, capital the motive power and labor the 
machinery. 
Relation to Nation's Welfare 


With the combination thus formed, we are confronted with the 
question, what is its relation to the nation’s welfare? And here 
the question hinges upon the purpose and operation of the combina- 
tion, whether it be one composed solely of individual units or an aggre- 
gation of such combinations. If it be monopolistic, and in its opera- 
tion ignores the rights of others in the occupancy of any field of 
competition, or if it operates in unlawful restraint of trade, the com- 
bination is at once a menace and should not be tolerated, because 
it abuses its power and violates an economic law which must remain 
inviolate if the fundamental principles of human rights are to endure. 

On the other hand, if the purpose of the combination is to stimu- 
late trade and increase production, and if in its operation it refrains 
from an attempt to interfere by unfair methods with the freedom of 
others in the field of industry, or with the free and unrestricted flow 
of trade, then its tendency is toward the promotion of the nation’s 
welfare, and it should be encouraged, rather than subjected to abuse 
and persecution. For it must not be forgotten, that the aggregation 
of initial combinations has been forced into existence through ruth- 
less competition in business, which made absolutely necessary the 
adoption of some means to meet the demoralized condition of competi- 
tion in many lines of industry, prevalent. in this country some thirty 
or thirty-five years ago, since which time practically all of our indus- _ 
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trial business aggregations have come into existence. And, at this 
point, attention may properly be called to the fact that the period 
mentioned has witnessed greater development and prosperity than 
during any similar period in our history, and in which, while some 
have shared, more than others, all have participated in proportion 
to the part each contributed to the whole. 


All is Not Gold That Glitters 


In the consideration of this question, there is one important ia 
factor which should not be lost sight of, but which is too frequently 
overlooked; that is, the great number of new industrial enterprises => 
which fail of success. Bradstreet’s and Dun’s commercial agencies 
have reported the astounding figures of 95 to 97 per cent. But 
ignoring all official reports, every experienced manufacturer knows 
that for every really successful industrial corporation there are very 
many that labor under a continual struggle to keep their heads above 
water, while very many more sooner or later go under. 

Hence, it must be admitted that any legitimate combination of 
interests which tends to steady the balance of trade in industry 
through increased or improved production, and which serves to reduce 
friction between labor and capital, by minimizing the necessity for 
frequent reductions in wages, incident to a ruthless competitive 
system, is of general benefit to the nation and with proper safe- 
guards against gbuseof its power should be stimulatedand encouraged, 
rather than handicapped by restrictive, unwise legislation and public 
criticism. 

Big Business Sometimes a Public Benefit 


However great may be the fault found with some large indus- 
trial business combinations, the operations of many of them seem 
to have been beneficial, rather than otherwise, to the common 
good. 

Yet, it would, indeed, be a dangerous thing for this country 
to ignore or permit the unrestricted power of great corporations or 
combinations, whether of capital or labor, in the monopoly of com- 
merce or industry, or in the monopoly of the labor market, and 
proper restrictive legislation should and must protect the citizens 
against the use.of such power by the representatives of capital or 
the representatives of labor, 
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Therefore, the good which comes to the public from business 
combination should be preserved, while the strong arm of the law 
should reach oui and throttle that which is bad. 

There are certain combinations of labor which are founded upon 
the principle of live and let live, and whose operation and methods 
are within the written and unwritten law of equity, fairness and 
morals. Such combinations seek to improve the moral, intellectual 
and pecuniary condition of their component units, through the 
medium of organization. They are to be commended, rather than 
condemned, as should any organization of men or women, having 
such legitimate purpose in view. 

But there are other combinations of labor, aggregated into one 
federation, representing approximately four and one-half per cent 
of all the wage-earners of the country, of whom practically sixteen 
per cent, all told, are members of labor organizations of one kind or 
another. Whatever the alleged purpose of this combination or 
federation as it is called, it operates in defiance of the laws of both 
God and humanity and openly ignores the principles of right and 
justice. 

Its abuses so greatly exceed all other industrial evils as to 
cause the latter to appear infinitesimal and of little consequence in 
comparison. 

Its purpose is to have the workers control the employers’ busi- 
ness in matters pertaining to the management of employees; to 
dictate who may and who may not be employed; the conditions 
under which labor shall be employed; the amount of work a man 
shall perform for the wages he receives; the number of hours he may 
work or pretend to work; the number of our American boys that 
shall be permitted to learn trades and thus become useful and indus- 
trious citizens, and the number that shall be turned adrift to become 
vagabonds or tramps or whatever fate may have in store for them. 

In fact, the goal to which this combination aims is an absolute 
monopoly of the labor market, whereby it may grant or withhold, 
at its pleasure, privileges, the power to grant or withhold which 
is not even assumed by the state or the nation. 

The record of this organization and the acts and utterances of 
its officers, leave not the shadow of a doubt that its policy is to 
employ any means, no matter how brutal, unlawful or unreasonable 
that will tend to promote an industrial condition in this country 
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in which the employing classes shall be absolutely at the mercy 
and dictation of the gigantic and merciless labor trust, which, as I 
have said on another occasion, ‘Proposes to say to the farmer that 
he shall either harvest his crops under its rules, or permit them to 
perish; to the manufacturer, that he shall neither produce nor 
transport contrary to its will; to the merchant, that he shall neither 
buy nor sell, unless his wares bear the brand of its approval; to the 
laborer, that he must wear the yoke or starve; and to those who 
belong to none of these classes, that they must suffer the wrongs, 
submit to the losses and pay the penalties to which its rules sub- 

False Pretences 


Too many well-meaning people have been deceived by the sham 
pretences and hypocritical statements about ‘“‘the great American 
labor movement”’ and the “uplift of the toiling masses,’’ issued by 
the officials of this organization which has proven itself to be a cold, 
merciless and murderous labor trust, caring not so much about the 
“brotherly love” and the “‘uplift of humanity,” that its ringleaders 
talk so much about, as it does for the control of things which it has 
no right to control. The hard, cold facts are, that every step it 
makes toward its goal means a step nearer control by an arbitrary 
oath-bound labor trust, under the domination of which personal 
and property rights and human liberty would pass into oblivion, 
except in so far as the trust machine might condescend to recognize 
them. 


ie Closed Shop Crisis 

> This combination was referred to in an editorial in the New York 
Times of February 17, 1912, entitled, ‘‘The Closed Shop Crisis,” 
and from which the following excerpts are quoted: 

““If the closed shop shall be established, no man can earn wages 
without a union license, and the union is under no necessity to 
grant the license. The right to live includes the right to earn a 
living. Work for the unemployed is one of the first demands of 
the unions upon the society which they condemn and propose to 
improve by thetr own methods. And yet the unions would deny 
that right to any except their own members. That is to say, the 
night to live would ae not upon universal law, but upon com- 
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pliance with union standards and bearing of union burdens. The 
man unwilling to or unable to comply with the union requirement 
would be a social pariah, possessing only the right to starve. 

“Nothing is suggested here worse than a general appreciation 
of the raeaning of the closed shop, which in its essence, and as prac- 
ticed, surpasses in cold-blooded malice and oppression of the needy 
and the innocent the dynamite outrages themselves. 

“It is a political outrage that there should be obstacles to any 
man’s realization of his own plans for an honest livelihood. The 
economic wrong on the community is equally offensive, and can be 
translated into facts of easy understanding.” 


“Times” Argument Conclusive 


The editorial from which the foregoing excerpts are quoted so 
truthfully and forcefully portrays the real objects of the American 
Federation of Labor, the methods it employs for enforcing its closed 
shop policy, and the disastrous results to the country if it were 
successful, that further argument relative to the lamentable condi- 
tions which would result from the ultimate supremacy of organized 


labor, which would then be a combination of socialism and trades- 
unionism, or discussion of this phase of the question, ‘‘ The Relation 
oi Industrial Combination to National Welfare”’ is unnecessary in 
the presence of so learned and distinguished a body as the American 
Academy of Political and Social Science. 
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—_ By J. K. Gwynn, 
_ American Tobacco Company, New York. 


_ Preliminary to the discussion of any phase of industrial combi- 
nation it is expedient to take a comprehensive glance at world-wide 
social and economic conditions. Humanity at large is in a ferment 
of social and economic unrest. While this turbulence assumes differ- 
ent phases and expresses itself by different methods in the several 
countries of the world, it is practically the same in purpose every- 
where. 

In view of these widely prevalent conditions, it behooves the 
seeker for causes and remedies to find, if possible, some compelling 
motive of universal prevalence to account for this phenomenal state 
of affairs. This, in my judgment, is not a difficult task, for if obser- 
vation guided by the teachings of experience is to be trusted, the 
world is now moved by one of those waves of spontaneous impulse 
that occur from time to time to lift the race to a new plane of achieve- 
ment and new heights of realization. This impulse is no less than an 
epoch-making aspiration for equality, that is stirring the hearts and 
quickening the lives of mankind. Thisis true, irrespective of the fact 
that the people, in many cases, fail to interpret their own emotion in 
terms of this sentiment. The overthrow of the kingdom of Portugal; 
the humiliation of the House of Lords and the aggrandizement of the 
Commons in the British Parliament; the increase of Socialism in 
Germany, France, Spain, and elsewhere, are but so many different 
expressions of this all-prevailing aspiration. But to the student of 
social and economic conditions, the overthrow of despotism in poor 
old moribund China and the awakening of the people of that decadent 
empire to demand a republican form of government, is the most 
amazing and impressive of all the world-wide expressions of this 
spontaneous yearning. 

In our own country, as was to be expected of a people so virile 
and resourceful, this aspiration assumes many aggressive phases: 
Among these may be enumerated the acute differences between capi- 
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tal and labor; the demand for the initiative and referendum; and the 
sporadic demand for that more radical measure, the recall. Again, 
the clamor for publicity and the prevailing hostility to large corpo- 
rations give forceful utterance to the same feeling. 

The crusade against the industrial combine, while not the most 
important, is the most spectacular expression of this impulse, because 
it so readily lends itself to purposes of political expediency. 

The industrial combine is the product of evolution and not the 
creature of invention, as is widely though erroneously supposed. 
According to popular understanding, industrial combines sprang full- 
fledged into existence at the command of some colossus of commerce, 
solely to serve selfish ends and predatory purposes. The truth of the 
matter is that, as a rule, they did not have their origin in voluntary 
initiative at all, but were ushered into existence by conditions beyond 
the control of those whose properties were me rged to form the 
combines. 

In the drift from primary pursuits to manufacturing industries 
that occurred during the late eighties and the nineties, manufacturing 
establishments in nearly all departments of industry multiplied at 
such a rapid rate that the domestic markets to which our manufac- 
tures were then largely restricted were incapable of consuming the 
output. Competition became so intense as to jeopardize capital 
invested. Indeed, disaster and bankruptcy among industrial 
ventures became widely prevalent. Confronted with this state of 
affairs, people having funds so invested sought eagerly for some 
avenue of escape from calamity, and ‘‘any harbor in the storm” 
became the slogan of the industrial chieftains at that time. 

Unrestricted competition had been tried out to a conclusion, 
with the result that the industrial fabric of the nation was confronted 
with an almost tragic condition of impending bankruptcy. Unre- 
stricted competition had proven a deceptive mirage, and its victims 
were struggling on every hand to find some means of escape from the 
perils of their environment. In this trying situation, it was perfectly 
natural that the idea of rational co-operation in lieu of cut-throat 
competition should suggest itself. 

Many men of affairs at the outset did not take kindly to the idea 
of the industrial combines, for several reasons. One of the most 
potent of these was the personal equation that entered into the cal- 
culation. Individualism is a striking characteristic of the American 
4 4 
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business man. The large industrial enterprises of the country, as 
_ they existed prior to the time of the combine, were the product of the 
_ genius and enterprise of a few individuals. That is to say, in almost 


every case where a large industry had been built up it was the result 


_ of the foresight, skill and constructive ability of one or two persons. 


These individuals were animated by a degree of pride of achievement 


that is perhaps incomprehensible to those who did not come in per- 
sonal contact with them. They each felt a paternal pride in the 
industry which their genius had developed. The idea of relinquishing 
individual control by merging with others and becoming merely one 
of the directing minds of the greater industry was in many cases 
abhorrent. Sostrong was this motive with many that the formation 


_ ofsome of the combines that ultimately came into existence was post- 


_ poned for years; indeed, postponed in some cases until the death of 
one or more of the founders of a great industry made it possible for 
his heirs, who were less inspired by considerations of pride of 
achievement, to recognize true conditions, and from motives of 
_ self-preservation merge the enterprise with others of like character, 
not for predatory purposes, but for what they considered to be 
discreet, honorable and legitimate business ends. This briefly, but 
- correctly, is the story of the origin, in a great many cases at least, 
of the industrial combines. 

The combine having been successfully formed, the question of 
administration immediately presented itself for solution. It was 
natural that the most capable of all the men connected with the 
- various enterprises entering into the combine should be sought out 
for leadership, and here the so-called ‘‘ captain of industry’’ made his 
appearance. He has been held up tothe scorn of the world as the 
embodiment of greed, the essence of graft and a demon of boundless 
rapacity. 

The simple truth of the matter is that the so-called captain of 


_ industry in nearly every case came up from the ranks of the plain 


people. He is bone of their bone and flesh of their flesh. His ambition 
to achieve worthily was the inspiration of a wholesome environment 
in the modest or lowly American home and American school in which 


_ his early years were spent. Instead of conniving at wreck and ruin, 


his thoughts were altogether occupied with constructive policies. 


He found himself in a new and untried field, with vast responsibilities 


ty upon his shoulders and endless ramifications of detail to handle. 


- 
« 
Px 
: 
~. 


He had been taught from childhood that diligence in busi 
praiseworthy quality and he applied the precept rigorously. He had 
been taught that it was prudent to keep one’s own counsels in business 
affairs, and he therefore did not take the public into his confidence. 
His reticence was construed as impertinence and his silent zeal in the 
prosecution of his plans into malignant designs against the welfare of 
the populace. 

Success in the management of these great combines inspired 
self-confidence on the part of their administrative heads, which 
in turn stimulated attempts at successively greater and greater 
achievements. It also seemed to confirm the correctness of their atti- 
tude in ignoring what seemed to be unwarranted curiosity on the part 
of the public, whose welfare they felt they were subserving and whose 
suspicions they regarded as unfounded. So the breach between the 
preoccupied combine heads and the general public widened. Both 
its prevalence and its intensity were underestimated, if at all con- 
sidered, by the busy men who were working industrial wonders. They 
were human, and made mistakes. 

It must be remembered that these captains of industry were 
explorers, so to speak, in an untrodden wilderness of human endeavor. 
They were compelled to devise methods and invent instrumentalities 
with which to push their enterprises beyond the existing limitations 
of commercial achievement. 

In a material wilderness there are neither highways nor sign- 
posts to guide the explorer. So in the unexplored realms of industry 
into which modern combinations have pushed their undertakings, 
there were, in some cases, no well-defined laws to guide their activities, 
and say, “‘ Thus far shalt thou come, and no farther.” 

What was to be done in such cases? Was enterprise to pause, 
endeavor to cease, and courage to be dismayed from lack of a statu- 
tory chart? The toilers who make progress possible in human affairs 
‘are made of sterner stuff. Where there are no laws and where, in 
the very nature of the case, there can be no laws defining the limit- 
ations of endeavor, they become a law unto themselves and leave to 
the future and to the calm impartial judgment of their fellowmen, 
expressed through legislation and the courts, ratification or rejection, 
confirmation or modification of their methods so as to make them 
conformable to the best interests of society. 

In this connection, it is pertinent to remark that law always 
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lags behind material progress. This is necessarily so, for there can be 
no law to govern a condition until the condition has arisen. For 
example, there could be no law regulating the operation of automobiles 
until there were automobiles to operate. Nevertheless, the absence 
of law prescribing the limitations cf endeavor in new departures in 
manufacturing and merchandising as they relate to public welfare, is 
one of the most serious handicaps with which pioneers in the field of 
industrial expansion have to contend. It injects an element of un- 
certainty into the most carefully laid plans, and out of this uncertainty 
grave embarrassments and costly delays have occurred, and expensive 
not to say revolutionary modifications of methods may be imposed. 

In our country opportunity is so inviting, the field so vast, the 
resources so boundless, and the rewards under favorable conditions 
so rich, that our business men have devoted their lives to material 
enterprise with a consuming zeal and contagious enthusiasm that 
spurn all obstacles. Manufacturing plants of imposing magnitude 
and amazing diversity of product spring up everywhere. Inventive 
genius, inspired and spurred by the fascination of achievement, 
supplies instrumentalities for greater and ever greater material con- 
quest. The automobile, the wireless telegraph, the aeroplane, and 
like inventions come along in such quick consecutive order as to fire 
the imagination and stimulate seemingly superhuman accomplish- 
ments. Railroads with their tentacles of steel enmesh the plain, the 
valley, the mountain and the morass, and together with electricity 
make a contiguous neighborhood of the people of a continent. 

Are men, under the spell of these accomplishments, in any frame 
of mind to cease endeavor, while lawyers and courts haggle over the 
interpretation of a federal statute? Would it be human, under such 
circumstances, for them to stop short in contemplation of the effects 
of possible legislation? As well expect a general to stop a winning 
battle, to contemplate the effects of his potential victory on posterity, 
as to expect this. 

The courts cannot anticipate or forestall legislative action in 
their decisions, and hence the business interests of the country have 
been floundering in a sea of uncertainty for years, because of the tardi- 
ness or inefficiency of our legislative bodies. 

An impressive object lesson is thus presented of the dependence 
of material progress upon the will of the people, expressed through law 
as interpreted by the courts. On the one hand, the businessmen of the 
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country stand ready with complete equipment, definite aims, con- 
summate skill and abundant means to set in motion the machinery of 
progress that makes for prosperity. On the other hand, we have con- 
fusion worse confounded among the law-makers. Discordant views 
prevail among those high in the counsels of our legislative bodies, and 
little progress is being made in the solution of our great problems. 
Indeed, it would seem that little patriotic effort is being made in that 
direction. The industrial welfare of the nation is for the time being a 
mere pawn in the political game, and, apparently, is made principally 
to serve purposes of partisan expediency. There have been few times 
in our history when the need of constructive statesmanship was so 
imperative as now. 

But whatever vicissitudes of legislation may await the industrial 
combine, it is here to stay. It was born of necessity and will remain 
through merit. It is, so to speak, a clearing house of utilities wherein 
apparently unrelated instrumentalities are so co-ordinated in a 
general scheme that each facilitates to the utmost the harmonious 
and efficient working of all the others. It is, therefore, an instrument- 
ality for betterment that the public will not forego. Indeed, we hear 
little or no complaint against the combine as a means of progress. 
The people are not offended at the multiplication of comforts and 
conveniences through the agency of the combine. The complaint is 
against its hitherto secret methods, its uncanny magnitude, the few 
vast fortunes that it has brought to individuals, and, above all, the 
alleged wrongs that it has done. That there have been occasional 
abuses of power and that flagrant wrongs have been committed are 
known facts. Albeit these are not peculiar to industrial combines, 
yet they can neither be condoned nor justified. In some cases, 
possibly, wrongs have been perpetrated for which there are no 
extenuating circumstances, and in such cases condemnation cannot 
be too outspoken or punishment too severe. But because ideal 
conditions are not realized in statecraft, education and law we do not 
abolish government, schools and courts. We strive to eliminate the 
imperfect and the evil and to perpetuate and perfect the useful. 

So must we do with the combine. The imperfections and abuses 
incident to its rapid development must be sternly rebuked and their 
continuance made a hazard so great as to forestall their repetition, 
while its power for good should be safeguarded and perfected in the 
interests of progress and for the benefit of the people. How this may 
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best be accomplished is one of the most perplexing questions of the 
hour. Under all the circumstances, some kind of adequate govern- 
ment supervision is both necessary and desirable. Many expedients 
have been proposed, but most of them bring the matter within the 
pale of political influence, which is abhorrent. 

All things considered, I believe that a non-partisan federal com- 
mission composed exclusively of practical business men of broad 
experience is the best solution of the matter. Such a commis- 
sion should be absolutely non-partisan and clothed with the same 
dignity and independence as is that revered body, the Supreme Court 
of the United States, which challenges the admiration and confidence 
of every good citizen for its wisdom, impartiality and fearless con- 
secration to the discharge of its important duties. 

I want to say, however, that it will be difficult to get business 
men of the proper equipment to compose such a commission. Our 
most capable, experienced and efficient business men are indispen- 
sable to the industries over which they preside. Furthermore, they 

- are under certain obligations to vast numbers of stockholders to con- 
- tinue as the directing minds of these enterprises, and hence it would 
be almost impossible for them to assume such duties, however im- 
portant. In addition, the loss to the country of their directing abili- 
ties along industrial lines would probably more than offset the good 
that they would accomplish in giving up everything for such purpose. 

_ But if we must have governmental supervision, by all means let us 
_ have it through a non-partisan commission of practical business men 


of the best available material. 
Contribution of Combination to National Progress +? 


Prior to the formation of industrial combines our exports of 
manufactures were inconsiderable. But the capital and equipment 

_ of these combinations enabled them to give a great impetus to our 
_ export trade in manufactured products. Our exports of manufac- 
tured commodities during the year 1911 more than quintupled similar 
exports during the year 1890, and nearly doubled like exports during 
the year 1900. The value of our exports during the year 1911 in- 
- creased more than one hundred and forty millions’ of dollars over 
_ like exports during the year 1910, and the increase of that year 
_ exceeded the total exports of finished manufactured commodities 
: during the year 1890. Our manufacturing industries in the year 
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1909 consumed materials costing in the aggregate $12,141,000,000 
and turned out products which were valued at $20,672,000,000. 
The value added by manufacturing processes was $8,530,000,000, 
while in 1899 the cost of materials was $6,575,000,000 and the 
value of the product was $11,406,000,000, showing added value of 
only $4,831,000,000, which comparison shows an increase of seventy- 
seven per cent in added value in the decade. 

The aggregate outlay for wages in the manufacturing industries 
of the United States increased from $2,008,000,000 in 1899 to $3,427,- 
000,000 in 1909, an increase of about seventy per cent, while the 
number of wage earners increased only about forty per cent. 

Under the methods of the combine the wild fluctuations to which 
both wages and commodities were formerly subjected are largely elim- 
inated; the market for raw materials is more stable and regular; 
labor is more steadily employed and at better wages, and commodities 
reach the consumer in fresher and more satisfactory condition. 

The combine has so standardized commodities by brands as to 
minimize the carrying charges of both the wholesale and retail dealers. 
The trade on these standardized brands is so normal and regular as to 
enable the dealer to keep standing orders with the manufacturer or 
producer for his supplies, so that the goods flow into stock and out 
again in a steady stream without the necessity of incurring heavy 
carrying charges on excessive or speculative stocks. Furthermore, 
the guarantee of the producing combine is behind most of the goods so 
standardized, consequently the heavy losses that dealers once suffered 
from accumulations of unsalable odds and ends of unstandardized 
articles of merchandise are almost entirely eliminated. 

The combines are charged with many sins of omission and com- 
mission, while little has been said about their industry and construc- 
tive activities. These are innumerable and cover a wide range of 
endeavor. They gather up raw materials from every quarter of the 
globe, and in our factories convert them into manufactured com- 
modities which are distributed partly at home and partly throughout 
the world. 

The organizations of some of the combines for distributing their 
wares to the uttermost ends of the earth are amazing in their rami- 
fications and completeness. They embrace the dense populations of 
India and China; the torrid regions of Africa, Burma and Siam; the 
bleak steppes of Mongolia and the frozen plains of Siberia; the fast- 
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nesses of the Andes and the solitude of the Himalayas—wherever 
there are human beings, however remote, through some channel 
and by some means certain American commodities find their way and 
contribute to the comfort and convenience of the people. 

In this manner money from the whole world is gleaned and 
transmuted into American value to pay American labor at American 
wages and to build up American commerce. This surely is no trivial 
achievement. To devise and successfully to operate so comprehen- 
sive a system of distribution, involving the use of every conceivable 
mode of transportation by land and water; the bartering with 
people of all degrees of intelligence from savant to savage, speaking 
all languages and having every conceivable kind of currency, is a 
triumph of merchandising skill and daring that would seem to deserve 
respect. It would seem to deserve the encouragement of approving 
recognition rather than the odium of indiscriminate condemnation. 
It is an achievement that was impossible before the advent of the 
combine, because of lack of capital and adequate facilities. Our 
country needs more—not less—of such enterprises. Surely the minds 
that conceive and ‘execute such world-embracing achievements in 


merchandising have something useful and legitimate to think about— 
something other than the crushing of their fellowman under the 
remorseless tyranny of greed and avarice. 
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CONTRIBUTION 
NATIONAL WELFARE 


By Macnus W. ALEXANDER, 
_ a¢ Of the General Electric Company, West Lynn, Mass. 7 _ 
¢ 

A combination of either men or capital is in itself neither good 
nor bad, except in so far as it exercises its potentiality in the one 
direction or the other. This potentiality stands in direct proportion 
to the size of the combination and is even greater than the com- 
bined potentialities of its component parts, just as the purchasing 
power of a thousand dollars, due to the advantages of wholesale 
buying, is even larger than the combined purchasing powers of the 
individual dollars making up this sum. 

The relation of industrial combinations to national welfare 
can, therefore, be discussed along two lines, according to whether 
the combination is a good or a bad one from the standpoint of the 
common good, or whether it is large or small in size. Eliminating 
the second differentiation as one of degree only, we must at once 
choose between the combination which utilizes its potential power 
for social good or social evil in order that we may be in a position 
to judge of the character of its contribution to national welfare. 

In the final analysis, there can be no question that fair-minded 
men will lend neither their approval nor their moral support to any 
combine which operates in defiance of the common good, neither 
will they countenance any act of an otherwise well-intentioned body 
which does not successfully stand the test of fairness to all concerned. 
Admitting then that any force which does or can react unfavorably 
upon the common welfare should be fought relentlessly and eradicated 
by all legitimate means, it follows that to discuss the relationship 
of such force to national welfare can serve no constructive useful 
purpose save to outline its baneful influence in clear and strong 
contour to the end that men may be deeply stirred and stimulated 
to wage war upon it. This war, however, must be one of fair 
discrimination, directed against the abuse of power and not the 
power itself, and concerned with the weakness and imperfections of 
the industrial system and not the elimination of the system itself 
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which has sprung up in response to the development of modern 
industrial activities. 

As our political system is based on the conception of a govern- 
ment of law and not a government of men, so should our industrial 
system of combinations be judged by the character and inherent 
tendency of the combinations, either to subserve the public good, 
or to exploit the people for the benefit of the few, and not by the 
commissions or omissions of those who are the directing heads of 
the day and who, if they act unmindful of their obligations to society 
as a whole, should become the personal target of our scorn. 

Firmly convinced that the unfailing work of public opinion and 
the certain though often slow process of remedial legislation and 
judicial adjustment in a well-ordered state will inevitably right 
what is wrong and harmful in any system, I shall refrain from a 
further consideration of the injurious and destructive, and turn to 
the helpful and constructive phase of the relation which industria] 
combinations bear to national welfare. 

I submit as my fundamental proposition that an industrial 
combination is and ought to be made a powerful agency for the 
common good. Some of them are already working in this direction 
and many more are showing an unmistakable tendency along these 
same lines. Such combinations, to my mind, would be managed 
by able, fair-minded men who, though naturally engaged upon utiliz- 
ing the money entrusted to their care by the stockholders in the 
most profitable manner, are at the same time conscious of their 
social obligations to their employees, their customers, the community 
in which they operate, and to the people at large, and, in addition, 
possess the imagination and foresight to realize that such broad- 
minded conception of duty and obligation will in many ways help, 
and in no way hinder, the accomplishment of their legitimate busi- 
ness purposes. 

On the other hand it may be said, that national welfare is 
synonymous with a condition under which the people enjoy a fair 
and adequate measure of contentment and happiness, of healthy 
physical and mental development, all of which, in an industrial sense, 
will result from the payment of an equitable compensation for labor, 
and the establishment of fair conditions of work. Each individual 
employer, as well as a combination of employers, can, of course, 
contribute his proportionate share toward the welfare of those work- 
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ing for him and with him. Yet our complex social and industrial 
life offers many problems with which the individual cannot readily 
cope on account of the large resources of money and the broad treat- 
ment which their solution demands, and also because the successful 
carrying out of some sociological plans must depend upon larger 
aggregation of workers and means than are ordinarily grouped under 
a single employer. When banded together in an industrial combi- 
nation, they can collectively carry into effect what individually 
they could not easily bring to pass, while at the same time their 
combined strength in capacity, finance and opportunity will permit 
the consummation of such benefits in a larger degree and on a firmer 
foundation than would otherwise be possible. 

The care of sick and injured employees and of those who through 
old age can no longer render efficient service, but who by virtue of 
their past work are entitled to spend their declining years free from 
want and with the preservation of their self-respect; adequate 
assistance to those dependent on the victims of accident and sickness 
and who are thus deprived of their sole means of support; the estab- 
lishment of sanitary and hygienic conditions of the most approved 
order in the work shops and throughout the premises of the employer, 
and even in the homes of the employees; the industrial education of 
the boys and girls who are to take up the burden of the work in the 
coming generation, and the advancement of those already employed 
who are anxious to reach a higher plane of industrial usefulness so 
that, with an increased skill and mentality, imagination and taste, 
they may derive greater enjoyment from their leisure hours and more 
contentment in their daily work; these and many other similar 
activities are merely indications of the vast field of genuine and lasting 
helpfulness in which the power and resourcefulness of the industrial 
combination can promote the well-being of the people. 

These matters, as I have said, are indissolubly associated with the 
welfare of the working people; and inevitably we are led to inquire 
as to the relative capacity and opportunity of the individual employer 
and the large combination to open up this great field to the advantage 
of the employees. Can the average individual employer successfully 
compete with the larger combinations in the erection of workshops 
and factories which present model conditions of lighting and ventila- 
tion? Can he as readily afford to introduce every effective measure 
that will make for the safety and convenience of his workers? Above 
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all else, can he assure to his employees that steadiness of employ- 


ment throughout the year which is the very keynote of the welfare 
of the people? An increased daily or weekly wage alone, we must 
admit, will not permanently improve the lot and comfort of the 
workers unless in addition the employee can have a fair assurance 
of this wage for every week of the year, provided he is ready, in 
return, to give of his labor in a fair and honest manner. 

The struggle for an increased wage has always existed, and will 
continue as the centuries roll by; it is after all, only one phase of 
the everlasting struggle of evolution to a higher plane of existence. 
We should not deprecate this tendency but rather make it our serious 
concern, if we truly desire to advance the welfare of the people, to 
find ways and means of affording to the workers steady opportunity 
for work as far as this can be done under ordinary conditions of 
commerce and industry. 

It would seem that the wisely managed industrial combination is 
in a fair position to do this, whereas the individual employer can only 
approximate it. By virtue of its resources and power the large com- 
bination can effectively minimize waste of production and the larger 
waste of the distribution of goods; purchase its raw materials at a 
low rate; effect economies of manufacture through the introduction 
of special machinery and efficient business methods; and therefore, 
without lowering the wage scale, reduce the cost of production and, 
correspondingly, the selling price of the finished product. This in 
turn will place articles heretofore classed as luxuries within the reach 
of the masses and, therefore, tend to open an enlarged market of con- 
sumption which must result in increased production and a greater 
opportunity for steady employment. Moreover, an industrial combi- 
nation more readily than an individual employer, can so adjust its 
production as to distribute it fairly equally over the whole year, being 
further aided in this respect by its ability to engage in various indus- 
tries of the same general character and to anticipate future require- 
ments by producing and stocking goods for future consumption. 
Its resourcefulness in money and brains, furthermore, gives the 
industrial combination the potential advantage of stimulating and 
developing inventions for the advancement of the arts, with the 
resulting benefit that new fields of activity will be opened up for gen- 
eral use and, in consequence the comfort and the pleasure of the life 
of the people enhanced and national welfare promoted.. While I 
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am aware of the argument on the other side that competition will 
more surely bring to the surface latent possibilities and capacities 
which may stimulate inventions and make for general efficiency, I 
submit that industrial combinations do not eliminate this condition, 
for the stimulant of ambition acting upon genius will make itself 
felt just as powerfully between men, whether they derive their 
opportunity and their reward from the same source or from different 
ones. The further claim that industrial combinations can and some- 
times do deprive the people of the benefits of such improvements 
by withholding their exploitation and use, would, to my mind, if 
well founded at all, merely indicate the way along which the scope 
and character of our legal machinery should advantageously be 
improved to the end that the combination itself may be made more 
serviceable to the welfare of the people. 

The burden of my whole argument in support of the wholesome 
influence of industrial combinations on national welfare is based, 
as already stated at the outset, on the assumption that these com- 
binations are and ought to be constructive and beneficial in character. 
It would be folly, however, to close one’s eyes to existing deficiencies 
in the operation of some industrial combines, or to the possibilities 
of harmful results growing out of their future actions. An aroused 
public conscience will have to apply from time to time necessary 
corrective measures, as it is now at work to crystallize into statutory 
provisions such safeguards and regulations as would seem necessary 
for the protection of the people against real and alleged abuses of 
some combinations. These abuses may, in the main, be traced back 
to a lack of appreciation by some industrial managers of the socio- 
logical needs of the times, and to a neglect of the psychological 
aspect of modern industries. In all fairness, however, to the sagacious 
business men who created and developed our wonderful industrial 
system until it challenges to-day the admiration of the whole indus- 
trial world, it should be remembered that the intensity of this 
upbuilding process so engrossed their thought and time that the socio- 
logical phase of their work had necessarily to be somewhat neglected. 
The great expansion of the working force and the great influx of 
foreign workmen during the last two decades, however, and conse- 
quent multiplying restrictive legislation and growing influence of 
organizations of workers and employers, greatly contributed to the 
present complexity of the conditions of labor, and forced closer 
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attention to the human factor in industry than had heretofore been 
given. Much constructive work has been undertaken of late in this 
respect, but much more needs to be done by the employers of labor 
and particularly by the industrial combinations. 

In order, then, that this work may receive proper direction and 
attention, I would earnestly advocate the establishing of a “ Depart- 
ment of Applied Economics’’ in each industrial combination and, 
as far as practicable, by each individual employer. This department 
should concern itself with the study of human progress in its relation 
to industrial employment, so as to be able to analyze each existing 
condition and to propose an adequate and broad-gauged plan of 
action where such is required; and more important yet, to foresee 
the conditions of employment which the development of the indus- 
trial system is bound to create, in order to suggest ways and means 
which will effectively meet the coming situation and even anticipate 
and direct it into its proper channels. 

Experts in all matters pertaining to the welfare of the working 
classes, familiar with the history of the movement for improving 
human conditions, analytical and construetive in mind, ready and 
anxious at all times to assist the industrial managers in the treatment 
of the human phase of their great and vast problems,—these practical 
economists in our industrial system would prove an important factor 
in the further development of the potential power of industrial 
combinations for the promotion of national welfare. 

The spirit of the times is tending towards humanitarianism. 
The human side of industry must, therefore, receive increased recog- 
nition and expert study and attention. Its adequate treatment 
would be an appropriate response to the demands of the day and 
would prove beneficial alike to the interests of the employer and the 
employee, by eliminating economic waste and conserving human 


energy. 
The Department of Applied Economics is proposed as the agency 

through which the desired result would be achieved. 
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PUBLICITY IN AFFAIRS OF INDUSTRIAL 
COMBINATIONS 
Appress By James R. GarFIELp, 
Ex-Secretary of the Interior, Cleveland, Ohio. 


LADIES AND GENTLEMEN: 

In considering the relation between the industrial combination 
and the national welfare we should first define national welfare and 
industrial combination. 

National welfare is almost synonymous with the common good. 
It includes all phases of our national life. It is by no means confined, 
as some view it at times, to material welfare, prosperity that is 
measured in bank accounts, in great manufacturing institutions, 
and in wealth generally. It includes also our social, our moral and 
our political life. In both the national and in the state constitutions 
the promotion of the general welfare is expressed as being one of the 
prime objects of government. That purpose has very often been 
neglected or forgotten, and there are too many instances where we, 
as a people, have, instead of considering the general welfare, consid- 
ered the special welfare, either of special sections of our country or 
of particular interests in our country. But to-night I wish to call 
your attention to the broader definition I have indicated. 

What do we mean by industrial combinations? We there again 
must not be limited by the definition merely of a corporation or a 
business. Industrial combinations should not be considered simply 
as agencies of commerce, from the standpoint of the capitalist. We 
must include with the capitalist and with the capital invested, also 
the laborer and the labor put into the industrial combination. These 
two elements make up the combination. We must consider the rela- 
tion of these two elements of capital and labor, money invested, and 
muscle invested, and try to find out what their relation is, what it 
should be, to the general welfare. 

It is, of course, a subject that is open to unlimited discussion, 
and there can be but a few of the phases of this discussion presented 
to-night. I shall try to present to you some of those that have been 
uppermost in my mind during the last ten years or more, while I 
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had to do with the attempted solution of some of the difficulties. 
We will consider three phases of national welfare—industrial, social 
and political. 

Industrial welfare is measured in great part by the financial 
returns to capital, labor and the public; but in connection with the 
financial or money side of industry there is the rapidly increasing 
importance of that phase of industry that has to do with the health 
and lives of the laboring men and women. Whether this question 
is approached from the side of mere money saving or from the higher 
and better side of humanity, it presents one of the most important 
subjects for consideration. Industrial prosperity depends upon the 
efficiency of labor and the highest efficiency can only be obtained 
when the conditions of labor are such as to develop individual effi- 
ciency. This element of industrial welfare includes hours of labor, 
conditions in workshop and factory, the living wage and similar 
problems. 

Social welfare has to do with the lives of industrial workers 
outside the shop, mine or factory. It involves the consideration of 
family life, the education and training of children, the means for 
recreation and enjoyment and the actual living conditions in the great 
industrial centers. Social welfare therefore goes to the root of our 
national life, as it affects the character arid morality of the generations 
to come. The tremendous importance of the problems involved in 
social welfare cannot be over-estimated. The future of our country 
depends upon the vitality and morality of its individual citizens. 

Political welfare is the welfare of the community as a whole, 
whether it be the city, the stateorthenation. Thestrength, efficiency 
and decency of these political divisions will depend upon the quality 
of the citizens who compose and control them. If citizens are indif- 
ferent to their political obligations it is inevitable that the political 
_ welfare of the community will be left to the hands of the professional 
boss, whose chief aim is certainly not the public welfare. No matter 
how good the system of government may be, it will become inefficient 
or corrupt unless the majority of the citizens are willing to devote 
time and intelligent effort to the consideration of political questions 
and the selection.of proper public officers. 

As we have thus roughly defined the national welfare, we must 
also define the industrial combination. These great industrial agents 
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have not sprung up over-night, but are the growth of the last quarter 
of a century of our industrial life. It is a mistake to assail all great 
combinations because of the flagrant abuses that exist in some com- 
binations. We must remember that the growth of the corporation, 
the consolidation, or the trust, has been for the most part under and 
in accordance with the laws of different states, laws that have been 


or permitted to remain upon the statute books because of the indif- 


lated and uncontrolled corporate action. We as a people have our- 
selves to blame for present conditions. We have been too anxious 


with too little regard for the rights of the individual and the obliga- 
tions that society as a whole has towards individuals: 

The industrial combinations, practically always in the form of 
corporations, have developed with great rapidity and extended their 
fields of activity until in almost all industries there are corporations 
that deal with their products from the raw material to the door of 
the consumer. They engage in commerce and trade throughout the 
world, and employ thousands upon thousands of men and women. 


factors of vital importance in the industrial, social and political wel- 
fare of the nation. It is the relation of such combinations to the 
national welfare that we are considering. 

The first step toward a proper understanding of conditions is 
of course a knowledge of the affairs of such combination. This 
knowledge can be obtained only by thorough, painstaking, fair investi- 
gation made by the public authority. Efforts in this direction have 
been made by both the states and by the national government. 


these public investigations realizing that there can be no injury to 
legitimate business by the full disclosure of business methods. The 


business leaders who have taken the opposite course first by denying 
the right of the public to investigate, and secondly by throwing every 


eral) However, the right of the public to investigate corporations has 


¢ 


and are lax or vicious, but nevertheless laws adopted by the people 
ference of the people themselves. It is in comparatively recent years — 


that we have awakened to a full realization of the danger of unregu- 


to make money and have measured success too often by money alone, _ 


Their financial strength and the extent of their activities make them > 


The wiser and better leaders of business have co-operated with — 


obstacle in the way of investigation{ have done-harm not only to their | 
own corporations but have brought suspicion upon big business in gen- 


been firmly established, and all that is now necessary is for both the | 
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nation and the states to exercise thisright wisely, fairly and thoroughly, 
to the end that the public may have accurate information upon which 
to base the policy for the determination of the future relation between 
big business and the public. 

The wiser leaders of big business have already done much toward 
the establishment of the right relations to the public. In many 
instances they have made investigations into the social and industrial 
welfare of their laborers, and have adopted methods for radical change 
in the improvement of both working ard living conditions: ane 

The national government and many of the states have enacted 
laws under which there has been a vast improvement in the living 
and working conditions of industrial workers, and the newer relation 
between the corporation and the public has been definitely estab- 
lished. The making of these changes has of course not been accom- 
plished without friction and in too many cases has caused hostility, 
but I am one of those who have the utmost confidence in the ability 
of the American people to justly work out these problems. We 
can avoid injustice and excess if we are willing to-day to recognize 
the conditions that have already been developed, and begin now, not 
ten years from now, to try to improve those conditions. There is, 
of course, danger in going too fast, but there is still greater danger, 
if we follow the advice of those who are afraid to move at all, because 
they cannot see clear through to the end of the new order of things. 
The relation of the corporation to industrial and social welfare 
is of the greatest importance, and I have but suggested some of the 
questions that arise in that connection. I wish this evening especially 
to call your attention to the relation of great combinations to the 
public in the political sense. 

The political relation of these bodies to the national welfare 
is totally different from the relation of the individuals of which 
they are made up. Politically every one of these organizations 
or associations is entitled to fair treatment, to a full hearing on 
any question that affects its work, its opportunities, its profits, 1ts 
methods, but not one of them is entitled to a voice in politics, to 
representation in public office, or to influence over public officers. It 
is because many corporations have either interfered or attempted to 
interfere in politics, that the outcry is made against them. When 
a railroad or a great industrial corporation has exercised influence 
over the legislative bodies of the commonwealth, or has controlled 
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the selection of men in public office, that corporation has gone— 


entirely outside of its proper and legitimate sphere of action, and has 
become an enemy to the public welfare and the common good. I 
grant you that there have been instances in which, on the other side, 
men in public office have been unjust and unfair to corporations, 
have sought to hold up the corporation and have used their political _ 
power for the benefit of themselves rather than for the good of their 
constituents; but because that is true it does not excuse the corpora- 
tion for improper action. We must see to it that all this kind of rela- 
tion between corporations and the public shall cease. It will not be 
done in a day, it will not be done in a year, but we should face 
sternly the road that lies away from that kind of relationship between 
industry and our political life. We should strive in every one of our 
commonwealths and in the nation to keep out of office men who stand 
as representatives of any one of these particular, special interests. 
And let me again emphasize this: when I use the words “special 
interests,"” I apply equally to the labor union, to the farmers’ 
alliance, and to the corporations. Not one of them should be per- 
mitted to have a representative in any public office. That is one of the 
first steps for changing the evil conditions that exist in many places. 

Now another step that should be taken is this. I am not at all 
content to leave the question of the proper regulation of the greater 
industrial corporations to the courts. The courts have their very _ 
proper and necessary functions, but these functions are not to make 
a law or to devise a system, or a plan by which the great business 
of this country shall be conducted. If we are to provide a plan that 
plan must be made by the legislative and not by the judicial bodies. 
That plan must be placed in the hands of executive officers, not 
judicial officers, if it is to be efficiently carried out. Congress should 
provide a method similar to that which is provided for the national 
banks or for the railroads. It is quite immaterial whether it be a 
bureau or a commission, as the form is immaterial if the power be 
given. There must be an executive body which will primarily act 
as the Comptroller of the Currency, or as the Interstate Commerce { 
Commission acts, so that the men engaged in industry will know 
beforehand exactly how they can act, what they can do, and further 
be assured that when they have complied with the law they will be 
free from litigation, so long as they continue to obey the law. in 
addition to that there should be a clear definition of those acts which — 


m+): 
| 144 
| 
. 
7 
i 
4 
4 
& 
g 


Publicity in Industrial Combinations 


result in criminal proceedings. It is not fair to industry to leave 
uncertain or indefinite, the actions that may be considered crimes. 
It was well said this afternoon that trade had gone faster than the law 
in development during these last twenty-five years. We must now 
put law in harmony with sound business. The business men of this 
country must know whether they are dealing fairly or unfairly. We 
must adapt our laws to the industrial changes. We must not attempt 
to continue laws that are contrary to the wise industrial development 


of the age. That is why I have been opposed to the anti-trust law 


as it stands to-day. It has in it some excellent features, features that 
should not be changed, but it is likewise an unworkable law as it now 
stands. The recent interpretation by the Supreme Court did not 
relieve the law of its indefiniteness, nor do those decisions lay down 
definite rules for the organization, management and conduct of the 


_ great industrial combinations. A single state cannot control the great 


interstate corporations. The nation is the only sovereignty that can 
control them. The nation is the only government big enough 


and strong enough to cope with the modern-day industrial combi- 


nation. 

The basis of the proposed legislation should be publicity. Pub- 
licity is the foundation of honest dealing and of the right relation 
between industry and the public welfare. If you and I are permitted 
to hide behind a corporation, great or small, and be free from public 
inspection or supervision, we then have every opportunity to do that 
which will be unfair toward our competitors, unfair toward the public. 
Publicity takes away both the opportunity and the temptation to do 
wrong. Publicity makes possible an intelligent public opinion, based 


upon the facts. The mere fact that the railroads to-day are doing 


their business in the open makes it almost impossible for them to 


_ engage in the character of abuses that existed a few years ago. The 
- national bank is open to public inspection and its directors will 


? 


hesitate a long time before doing that which would bring upon them 
the criticism of their community. 

With publicity as the basis, constructive legislation for the super- 
vision, regulation and control by the federal government of the greater 


industrial corporations is comparatively simple. The experience we 


have had with the railroads and the national banks shows that tle 
executive not the judicial branch of government is the proper avency 
for this work. The investigations that have already been rade give 
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us facts upon which to start. There should be no further delay in 
enacting the legislation. 

; It was suggested ih the discussion that the logical effects, the 

_ necessary result of such legislation would mean the fixing of prices. 
Now that may be true and yet it is not true that we should be afraid 

- to take that step because of the logical conclusion. You will find that 
logical conclusions seldom happen in public affairs. Many elements 
will come in to change conditions from time to time; many new phases 
will develop which we in this day cannot appreciate; any or all of 
which may completely change the course that to-day seems clear. 
Therefore we should not hesitate to do that which we consider wise 
now, because we fear that in the future there may be some dilemma 
which looks insuperable at this time. 


4 
4 
« 


=) 
oO 
cd 
= 


erence to Industrial 


Combinations 


— 
Policy of Great Britain,\Canadaand 
Germany as Compared with that of 
| United States with 


| 
sree 
= 


By W. L. Mackenzie Kine, C.M.G., Pu.D., 
Former Minister of Labour of Canada and Author of ““The Combines 
Investigation Act.” 


The policy of Canada with respect to industrial combinations 
is embodied in the Combines Investigation Act enacted by the federal 
parliament in May, 1910. This measure is the outcome of the success- 
ful working of the policy of investigation as applied to industrial 
disputes in the Industrial Disputes Investigation Act of 1907. This 
act had demonstrated publicity to be a real factor in furthering 
justice, and public opinion, intelligently formed, an effective instru- 
ment in the protection of innocent third parties against public wrongs 
arising out of a conflict of private interests. The act had served to 
minimize industrial strife as between great combinations of capital 
and labor, and it was believed that a similar method applied to indus- 
trial combinations in their relation to the great body of producers 
and consumers might aid in the prevention or removal of possible 
abuses. With the experience of the workings of this measure before it, 
and confronted with a popular demand for more effective control 
of industrial combinations, the parliament of Canada re-enacted 
in 1910 many of the clauses of the act of 1907 respecting the method 
and procedure of investigation with such changes and modifications as 
were necessary, and supplemented these by provisions framed with a 
view of affording relief in accordance with the disclosed need through 
public inquiry. The administration of the Combines Investigation 
Act like the administration of the Industrial Disputes Investigation 
Act was entrusted to the minister of labour, and it was as minister of 
labour in the administration of Sir Wilfrid Laurier, I had the privilege 
of submitting to parliament the act in question, and of piloting it 
through the Canadian House of Commons: 

The Industrial Disputes Investigation Act provides that where 
in industries in the nature of public utilities, a strike or lockout is 
threatened, before such strike or lockout can be legally brought on 
the parties aggrieved must apply to the government for a board 
of investigation, to which board, each of the parties may elect repre- 
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sentatives, the chairman being the choice of the two selected rep- 
resentatives or, failing their agreement, the appointce of the 
government. The board thus constituted has all the powers of a 
court as respects examination of witnesses under oath, the compelling 
of testimony and the production of documents. Its findings, failing 
its ability to effect a settlement of existing differences by conciliation, 
become the official utterance through which public opinion is shaped 
and broughi to bear on the situation into which inquiry is being made. 

Adopting these general features and applying them to the case 
of producers and consumers who believe that competition is being 
unduly restricted or prices unfairly enhanced, it is provided in the 
Combines Investigation Act that where as respects an alleged combine 
an order for a board of investigation is obtained from any high court 
judge in the dominion, the government must forthwith appoint such a 
board, and in order that the inquiry may be as fair and as complete as 
possible, it is provided that each of the parties interested, namely the 
applicants for a board, and the persons believed to be concerned in 
the alleged combine may be represented on the board, which as in the 
case of the boards under the Industrial Disputes Investigation Act 
has a membership of three, the third member, who is also the chairman 
and who must be a judge of one of the courts of record, being appointed =~ 
on the joint recommendation of the two first chosen members of the 
board, or on their failure to agree, by the government through 
the minister of labour. 

Before entering upon his duties, each member of a board is 
required to swear that he will truly, faithfully and impartially 
perform his duties, that he is a British subject and has no direct 
pecuniary interest in the alleged combine that is to be the subject 
of investigation, and that he has not received and will not accept, either 
directly or indirectly, any perquisite, gift, fee, or gratuity from any 
person in any way interested in any matter or thing to be investigated 
by the board, and that he is not immediately connected in business 
with any of the parties applying for the investigation, and is not 
acting in collusion with any person therein. 

For the purposes of investigation, every board has all the 
powers vested in any court of record in civil cases, that is to say, 
the right to summon and examine witnesses under oath, and the 
right to require the production of such books, papers or other 
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tigation of the matters into which it is inquiring. W henever in the 
opinion of the minister of labour the public interest so requires, the 
minister of justice may instruct counsel to conduct the investiga- 
tion before a board. 

To obtain in the first instance an order for a board of investiga- 
tion, the Act provides that the application for such a board may be 
made to any high court judge by any six persons, British subjects, 
resident in Canada and of full age, who are prepared to declare that 
a combine exists in respect to any article of trade or commerce, and 
that prices have thereby been enhanced or competition restricted 
to their detriment either as consumers or producers, and such order 
must be granted by the judge where the applicants are able to present 
prima facie evidence sufficient to satisfy the judge that there are 
reasonable grounds for believing that a combine exists which is 
injurious to trade, or has operated to the detriment of consumers 
or producers, ard that it is in the public interest that an investiga- 
tion should be held. All reasonable and proper expenses incurred 
in connection with an application for investigation may be paid 
on order of the judge out of an appropriation set apart for this pur- 
pose by parliament. Provision is also made in the statute whereby 
the necessary expenses of the investigation itself are met by the state. 
Publicity as respects the matters investigated is secured through the 
inquiry, the whole cr any part of which may at the discretion of the 
board (the board here meaning any two of its members) to be held in 
public, and through the publication of the report and findings of 
the board in the Canada Gazette and in the public press. 

The inquiry concluded, in the case of the Industrial Disputes 
Investigation Act further action is left to the parties themselves, 
and such influences as public opinion may cause to be exerted. In 
the case of the Combines Investigation Act, the legislation goes 
further, and a variety of means of redress is provided, the selection 
of which will depend upon the nature of the restriction or evil dis- 
closed. The application of these remedies may, in some cases, be 
made by the government, in others, by the parties interested without 
government intervention. 

Whenever, as the result of an inquiry, it appears to the satisfac- 
tion of the government that a combine exists with regard to any 
article to promote unduly the advantage of the manufacturers or 
dealers at the expense of the consumers, and it “am that such 
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disadvantage to the consumer is facilitated by the duties of customs 
imposed on the article, or on any like article, the government, with- 
out further legislation, or securing the consent of parliament, may 
direct either that such article be admitted free into Canada, or that 
the duty thereon be reduced to such amount or rate as in the opinion 
of the cabinet will give to the public the benefit of reasonable compcti- 
tion. 

In case it should appear from the report of any board, that the 
holder of any patent issued under the patent act has made use of 
exclusive rights or privileges thereunder “‘so as to unduly limit the 
facilities for transporting, producing, manufacturing, supplying, 
storing or dealing in any article of trade or commerce, or to unduly 
restrain or injure trade or commerce in relation to such article; or 
unduly to prevent, limit or lessen the manufacture or production of 
any article, or unreasonably to enhance the price thereof; or unduly 
to prevent or lessen competition in the production, manufacture, 
purchase, sale, transportation, storage or supply of any article, 
such patents shall be liable to be revoked.”’ In this respect the legis- 
lation is intended to supplement the provisions of the patent law of 
Canada against the abuse of patent rights. Where it is reported that 
a patent has been misused to any of the ends above mentioned, the 
minister of justice may apply to the exchequer court for its revocation. 
It is provided also in the case of any combine or person reported 
by a board as guilty of restricting competition or of enhancing prices, 
and who thereafter continues in a course against which the board 
has pronounced, or fails to carry out a recommendation a board has 
made, that such combine or person is guilty of an indictable offense, 
and liable to a penalty not exceeding $1,000 per day and costs during 
which such person so continues to offend for each day after the 
publication of the board’s report in the Canada Gazette, or such further 
extension of time as in the opinion of the board may be necessary. 
The findings of a board may also serve as a basis for effecting 
other remedies in the case of offending monopolies or corporations. 
For example, where licenses have been granted under the Canadian 
Inland Revenue Act and it is known that such licenses are being used 
as a means of restricting competition, their cancellation under the 
provisions of this act becomes both possible and probable. Similarly, 
the withholding or withdrawal by parliament of subsidies to shipping 
or transportation companies becomes an all but inevitable sequence 
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of disclosures by investigation of a combine operating to the detri- 
ment of the public. 

This legislation respecting combines is in addition to the anti- 
combine sections of the criminal code of Canada which are in their 
nature declaratory of the common law as it is in Canada and in 
England. Prior to the enactment of the Combines Investigation Act 
a number of prosecutions were entered under these sections of the 
code, but it was a subject of constant complaint that proceedings 
were slow, uncertain and expensive and subject to restrictions which 
made it extremely difficult to secure convictions. In its considera- 
tion of the subject, parliament did not deem it wise to rescind these 
sections, but left the criminal law as it stood, so that the penalties 
there provided might the more easily be enforced should they be 
deemed to be, after investigation of conditions, the most suitable 
and effective form of punishment of offenders. 

It will be seen that in dealing with industr‘al combinations the 
parliament of Canada has shaped its policy in the light of three 
important considerations. First, that it is the possible inimical 
effects of combination and not combination as such that is to be 
aimed at in legislation. There is impliedly an admission that com- 
bination not only is not a bad thing, but that it is an inevitable and 
necessary development. Recognizing the industrial trend of the 
times, it is frankly conceded, that exception cannot well be taken 
by the state to a trust, or a combine, or a merger, as such, or to 
these industrial combinations doing all that is justifiable to further 
the interests of those whose capital they employ; on the other 
hand, it is not less clearly foreseen that the very necessity and in- 
evitability of large combination mean that tremendous power 
becomes vested in the hands of a few, and that with this consoli- 
dation of great power, the sense of obligation on the part of those 
entrusted with the shaping of policies and management of affairs 
is likely to be felt primarily with reference to the concern itself, 
and those who are investors in it, and only secondarily to the public 
whose interests become subordinate to special corporate interests. 

In the second place, it is tacitly implied that it is the duty of 
government to secure to the community some of the advantages 
which the community itself makes possible, and to conserve to those 
who compose the state, some of the benefits which through its 
agencies, the state itself helps to create. The advantages of large 
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organization are conceded, but it is recognized that the form of — 
organization which enables wealth to become concentrated in the | 
hands of a few, and secures great commercial opportunities and 
powers, is itself rendered possible only through conditions creeted — 
by society of whose interests the state is the guardian, and by the 
direct agencies of government itself. To mention only what is — 
most obvious. Organization on a large scale is alone rendered pos-_ 
sible by the peace and security which the state assures, and in the 
maintenance of which, the heaviest expenditures of government are 
incurred. The facilities of transportation and communication, of © 
banking, of credit, on which industrial combinations are dependent > 
for their very existence, are the outcome of concessions made by 
the public, and are in the nature of agencies promoted by the aid, 
or at the expense of the state. In other words, an organized com- 
munity is essential to the work of production and distribution and | 
the extent of organization determines in large measure the possibilities 
and degree of both. In this view of the relation of industrial com- 
bination to the community, it becomes the duty of government to 
see that the interests of the many who compose the state, are not 
sacrificed to the interest of the few whose powers and opportunities 
they have helped to create. 

Lastly, it is recognized that there are certain evils in the preven- 
tion and removal of which publicity is more effective than penalty, 
and that no single remedy can be found for all the possible abuses 
that may arise. A knowledge of facts and circumstances is a neces- 
sary preliminary to intelligent action, and as respects a set of con- 
ditions which may be affecting it adversely, the public may be 
expected once it is fully apprised of their nature and extent to devise 
some means to protect itself against continued injustice and wrong. 
Where public confidence and approval is an essential to business 
success, the fear of exposure is the real deterrent of wrong. This 
the legislation in question seeks to secure, and to do so at the ex- 
pense of the state. 

Since its enactment, the Combines Investigation Act has been 
thoroughly tested in the courts, the litigation arising out of an order 
granted in February of last year by one of the Quebec judges for 
an investigation under the act of the business of the United Shoe 
Machinery Company in respect of an alleged combine in the manu- 


facture and sale of boot and shoe making machinery. The com- 
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pany sought to delay and prevent investigation proceedings by rais- 
ing technical and other objections to methods of procedure, and the 
rights of the parties to secure, as well as the powers of the govern- 
ment to compel an inquiry in accordance with the provisions of the 
statute. This being the first case under the act, every latitude 
was allowed the company to test its effectiveness at all points. 
Having exhausted the courts of the Dominion in its applications for 
injunctions, and appeals, the company sought leave to appeal to 
the judicial committee of the Privy Council in England; this body, 
the highest and final court in the British Empire, refused to grant 
such leave and thus admitted the rights of the applicants to an inquiry, 
and the government’s power to compel an investigation in accordance 
with the provisions of the statute. The board which had been con- 
stituted prior to the appeal, but whose proceedings were stayed 
pending the hearing of the application for leave to appeal, com- 
menced its investigation immediately after the decision of the Privy 
Council refusing leave became known, and the inquiry has continued 
since. Until concluded it would be improper to comment on the 
proceedings before the board, but this much may be said, that the 
inquiry has demonstrated the effectiveness of the machinery pro- 
vided by the act as a means of disclosing actual conditions. More- 
over, this case having afforded the means of effectively testing the 
constitutionality and legality of proceedings under the act, the 
measure may be regarded as having found a permanent place in the 
statutes of the Dominion. Upon the report of the board, it will 
be seen whether in the public interest, the conditions it discloses will 
require alterations, and whether the remedies specified are sufficient 
to meet the public needs. It is altogether probable they will, but 
should the provisions of the act appear inadequate in any particular, 
parliament, having the precise conditions before it, may be expected 
~ to meet deficiences by special legislation. 
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By Gitpert H. Montacvue, 
Counsellor-at-Law, New York. 


In respect to industrial combinations, no civilized nation has 
muddled business with politics worse than the United States. 

In American business and political life to-day, the most conspicu- 
ous factor is the campaign of Attorney-General Wickersham against 
the trusts. During the past three years, he has begun upwards of 
forty prosecutions under the Sherman Act—almost as many as were 
begun in the eight years of the Roosevelt administration, and nearly 
three times the total number begun by all the preceding administra- 
tions since the Sherman Act became law. During the past year, he 
has prosecuted suits under the Sherman Act against companies 
engaged in railway and steamship transportation, terminal facilities 
and tow-boat service, and against manufacturers and dealers in oil, 
tobacco, meat, groceries, butter, eggs, milk, sugar, paper, glass, 
powder, cotton, drugs, fertilizer, woolens, grain, box board, wall 
paper, lumber, coal, brick, steel, plumbing supplies, cash registers, 
coaster brakes, electrical appliances, shoe machinery, watch cases and 
kindling wood. 

Edmund Burke exhorting Parliament on the eve of the American 
revolution to effect conciliation with America, declared that he did 
not know how to indict the whole American people. If he were 
alive to-day, he could learn from the Department of Justice. 

Credible reports from Washington state that more than a thou- 
sand complaints against combinations in “restraint of trade” of — 
commodities of all sorts, from telephones and wireless telegraphs to. 
horseshoes and feather dusters, are now being investigated by the 
secret agents of the Department of Justice and that the department 
is now ‘‘being worked to its capacity.” Recalling that the special — 
appropriations for this work and for the enforcement of the Inter- | 
state Commerce Act have aggregated during the past nine years the 
enormous sum of $1,300,000—more than one and one-half times the > 
total amount paid annually in salaries to all the federal judges of — 


the United States—Disraeli’s epigram is realized: “‘The Government _ 


sinks into a police.” 
(156) 
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This ‘‘police,” under the absolute and uncontrolled direction 
of the administration, exerts its full strength to enforce upon 
business the economic theory which the Attorney-General imputes 
to the Sherman Act. What the theory of the Sherman Act is, no one 
clearly understands. After twenty years of perplexity and heart 
searching, the Supreme Court has pleasantly sprinkled over it the 
sweet savor of reasonableness. Competition may be “reasonably”’ 
restrained, but may not be “unreasonably” restrained. Competi- 
tion may be ‘“‘reasonably” carried on, but may not be “ unreasonably”’ 
carried on. Within these indefinite and nebulous limits, opinion may 
honestly differ so widely as to what is and what is not unlawful, that 
it is simply the economic theory of the attorney-general in office, and 
not any definite legal standard, that is enforced upon business. 

The history of the Sherman Act proves this. Attorney-General 
Olney, in 1893, speaking of the Sherman Act, declared that ‘‘as every 
business contract or transaction may be viewed as a combination 
which, more or less, restrains some particular kind of trade or com- 
merce, any literal application of the provisions of the statute is out of 
the question.”” Attorney-General Harmon, in 1895, stated that com- 
binations and monopolies ‘‘although they may be unlawful, control 
production and prices of articles in general use, and cannot be reached 
under this law.” In the following year he declared that the Sherman 
Act must be amended “‘if any effective action is expected from this 
department,”’ and added that the “indefiniteness” of the law “is a 
serious obstacle in the way of its prompt enforcement.” Neverthe- 
less, during the ten years just past, the theory of the law as laid down 
by Attorneys-General Olney and Harmon has been completely repu- 
diated by Attorneys-General Knox, Bonaparte, Moody and Wicker- 
sham. 

Coming to more recent history, Attorney-General Bonaparte, 
in 1907, declared that the acquisition of the Tennessee Coal and Iron 
Company by the United States Steel Corporation afforded no ground 
for action by the Department of Justice; and in his annual report for 
1908, declared, after a full recital of the facts regarding a proposed 
increase of railroad rates, that it was “inappropriate and against 
sound public policy’ and not in ‘‘ conformity to the intent of Congress, 
appropriate onthe part of this department, to utilize proceedings 
under the so-called Anti-Trust Law to prevent the application of 
said rates.” In the twenty-six months that he was in office, Attorney- 
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General Bonaparte began twenty-six prosecutions under the Sherman _ 
Act. 

One month after he had left office, however, his successor, 
Attorney-General Wickersham, boldly announced a departure from 
this policy. -Deploring that his predecessor had set to work with _ 
“newspaper clamor” to enforce the Sherman Act, and announcing | 
that ‘‘some suits were instituted and some prosecutions commenced | 
without sufficient consideration and without adequate cause,’’ Attor-— 
ney-General Wickersham declared that he would “be the last to _ 
authorize the institution of a criminal proceeding against men who, © 
without intent to violate the law, have, nevertheless, acted in technical - 
contravention of an extreme and a most drastic construction of that 
statute.” 

How far Attorney-General Wickersham departed from the policy | 
of his predecessor, subsequent events soon showed. In 1910, he — 
filed a petition under the Sherman Act against the Western Trunk 
Line Association, praying for an injunction to restrain the western 
railroads from advancing their rates—a complete repudiation of the ~ 
deliberate determination that Attorney-General Bonaparte had 
announced two years before. In 1911, he further emphasized his 
departure from Attcrney-General Bonaparte’s policy by petitioning 
for the dissolution of the United States Steel Corporation on the — 
ground, among others, that its acquisition of the Tennessee Coal and 
Iron Company was in violation of the Sherman Act. 

How far Attorney-General Wickersham has abstained from that 
“newspaper clamor” and those “prosecutions commenced without 
sufficient consideration and without adequate ccuse’”’ which he so 
deplored in the preceding administration; and whether in fact he has — 
realized his ambition to “be the last to authorize the institution of 
a criminal proceeding against men, who, without intent to violate the 
law, have nevertheless acted in technical contravention of an extreme 
and a most drastic construction of that enactment” is a question 
which others may answer better than I. Judge Putnam, of the — 
Federal Court in Massachusetts, suggested an answer, several weeks 
ago, when he threw out four of the five counts on which Attorney- | 
General Wickersham had procured the indictment under the Sher- 
man Act of various officers of the United Shoe Machinery Com- 
pany, saying that the statute “is practically so indefinite 
that criminal prosecutions like this at bar impose great hardship, — 
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by terrorizing very considerable portions of the community who have 
acted honestly through the possible peril of enormous fines and 
terms of imprisonment even for very many years.”” With a rebuke 
to the attorney-general for “exploiting all doubtful questions” 
under the Sherman Act by criminal proceedings, Judge Putnam 
added: “Under the circumstances, we are unable to understand 
why the Department of Justice directs, and the President permits, 
criminal proceedings like this.” 

This “terrorizing very considerable portions of the community 
who have acted honestly,”’ to quote Judge Putnam, this “ exploit- 
ing doubtful questions” by criminal proceedings, this expenditure 
of hundreds of thousands of dollars in secret espionage of thousands 
of business men at the behest of disgruntled competitors and irre- 
sponsible complainants, this flood of prosecutions initiated by special 
agents and special assistants—-over whom the higher officials in the 
Department of Justice at best can exercise only cursory supervi- 
sion,—this arbitrary enforcement upon business of economic theories 
peculiar to the particular incumbent of the office of attorney-general 
—theories frequently at variance with the policies that his prede- 
cessors, and some times he himself, had previously promulgated 


for the guidance of the business community,—all this is absolutely 
subversive of decent respect for law. How unnecessary all this is, 
the experience of other nations shows. 


In Germany, there is no prohibitory legislation on the subject 
of trusts. No official has received letters of marque to harass at 
will the high seas of commerce and flaunt in every channel of busi- 
ness the terrors of anti-trust statutes. The national policy of the 
German Empire favors, in the utmost degree, combinations designed 
to prevent ruinous competition and to promote industrial efficiency. 

“In no country in the world,” writes the American Consul 
General at Berlin, “‘has there been greater development of trade 
combinations, understandings of one form or another, than in Ger- 
many. Trade combinations which have been in existence for many 
years are extending their influence, and new ones are constantly 
being formed.” 

These combinations, syndicates, or cartels fall into three classes: 
First, are the ‘selling agreements,” under which manufacturers 
agree not to sell their product below a specified minimum price 


- 


| 
4 
| 
1 
| 
ae 
— 
ol 

ong 


160 The Annals of the American Academy 


and the general requirements of the market? Second, are the ‘sale 
syndicates,”’ in which all members of the cartel pool their products 
for sale through a central committee, which not only fixes the selling 
price, but also apportions among the members the orders as they are 
received, according to the capacity of the various members, the 
quality of the goods ordered and the conditions of transport? Third 
are the “organized cartels, ’’ which include civil partnerships, commer- 
cial partnerships, ’ “silent companies,” 
stock companies, limited liability companies, and other corporate 
forms of organization which absorb and take up the shares of the 
constitutent concerns, issue new stock, and consolidate the whole 
management under the absolute control of a central authority? 

y In Germany there are no laws which impose upon combinations 
or cartels requirements in addition to the provisions of the general 
law applying to various forms of corporate organization. Thus, ifa 
“selling syndicate’’ opens a central office for the sale of the products 
of its members, this office, like any other business house in the 
“commercial register,” must be registered with the proper local 
authority and be subject to the gencral law governing corporations; 
but no other formality of any kind is required. 

The result has been notably successful. Dr. Ernst von Halle, 
professor in the University of Berlin, an authority upon American 
industrial combinations and the author of “Trusts in the United 
States,”’ declares: 


societies in commendam,’ 


I do not hesitate to say that, according to my opinion, Germany would 
be already in the midst of a dangerous industrial crisis but for the modifying 
and regulating influence of our cartels in most branches of production and 
distribution. The country, with its dense population and increasing cap- 
ital that secks emplayment, could not stand that reckless speculation that 
would result from unrestrained competition. Modern production, by means 
of.steam-driven machinery, cannot stand unlimited competition, which too 
often leads to the destruction of the value of large capital. Machine produc- 
tion requires close technical regulation, and does not admit of economic anarchy. 
So the effect of cartels seems to have been to initiate a more harmonious indus- 
trial system, permitting promoters to invest their capital in many instances 
with ease and safety, where without combinations they might have been too 
timid to assume the risks of competition. The relatively low quotations of 
German consols and other public securitics may be partly attributed to the 
great number of safe investments in cartelized industrial undertakings. 


agreed upon by all the members of the cartel, and changing from 
time to time in accordance with the varying cost of production, 
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. . .« Opposition to trusts has nowhere been made a plank of political 
platforms or been used in election contests. Among officials, scientists and 
lawyers, cartels are not c msidered unwholesome or objectionable per se. The 
Supreme Court of the Empire (Reichsgericht), in March, 1898, officially recog- 
nized the economic justification of combinations and their right to legal pro- 
tection unless they use unlawful methods of checking competitors who decline 
to join them. 

As Dr. von Halle intimates, the satisfactory condition of indus- 
trial combination in Germany in no small measure is due to enlight- 
ened German jurisprudence. The laws permit industrial develop- 
ment; and, by specific prohibition of improper corporate action 
and illegitimate trade practices, repress all that is actually vicious 
in industrial life. ‘The German Civil Code provides that a transaction 
which offends against public morals shall be void. The mere exist- 
ence of a combination, however, has repeatedly been held by the 
highest courts of the German Empire to be no offense against good 
morals. ‘When ina branch of industry,” declares the Reichsgericht, 
“the price of a product falls too low, and the successful conduct 
of the industry is endangered or becomes impossible, the crisis 
which sets in is detrimental, not merely to individuals, but to society 
as a whole. It is in the interests of the community, therefore, that 
inordinately low prices should not exist in any industry for a long 
time. The legislatures have often, and recently, tried to obtain 
higher prices for products by enacting protective tariffs. Clearly, 
it cannot be considered contrary to the interests of the community, 
when business men unite with the object of preventing or limiting 
the practice of underselling, and the fall of prices. On the contrary, 
when prices for a long time are so low that financial ruin threatens 
the business men, their combination appears to be, not merely a 
legitimate means of self-preservation, but rather a measure serving 
the interests of the entire community. The formation of the com- 
binations in question, therefore, has been designated in various 
quarters as a means which, if reasonably applied to national eco- 
nomics, is especially adapted to prevent uneconomic, unprofitable 
and catastrophic over production.” 

According to the decisions of the highest courts of the German 
Empire, any concern, be it a cartel or an independent establishment, 
which resorts to boycotting, misuse of corporate franchises, or the 
cutting of prices against competitors for the express purpose of bring- 
ing about their financial ruin, is guilty of an offense against good 
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morals, in violation of the German Civil Code. No distinction, in 
the application of this rule, is observed between cartels and individ- 
ual concerns; excepting, as the Supreme Court at Leipzig suggested, — 
in 1904, that cartels, by reason of their greater power, must be held 
to a particularly strict accounting for their methods. 

In 1905, the Imperial German Government published statis-_ 
tics showing that three hundred and eighty-five cartels then existed 
in Germany, exclusive of cartels fixing conditions of business other 
than prices, and exclusive of numerous informal combinations, the 
existence of which had not come to the knowledge of the government. 
About twelve thousand concerns were shown to be members of these 
cartels. In the brick industry were one hundred and thirty-two 
cartels; in the iron industry were sixty-two cartels; in the chemical 
industry were forty-six cartels; in the textile industry were thirty- 
one cartels; in the coal mining industry were nineteen cartels, and 
in the quarry industry were twenty-seven cartels. Imperial Com-_ 
missions, which studied the subject between 1903 and 1906, reported 
that in their opinion no legislation restricting or controlling indus- 
trial combination was necessary. 

With what temper German statesmen approach the subject 
was revealed nine years ago when these Imperial Commissions were 
first proposed in the Reichstag. Count Posadowsky-Wehner, 
Imperial Vice-Chancellor and Minister of the Interior, declared that 
the Imperial Government took a position neither for nor against 
cartels; and that an Imperial Commission which should investigate 
cartels could result only in theirinterest. ‘The syndicate question,” 
he declared, “‘has for a long time had such an important place in 
the economic life that the imperial administration has considered 
it a duty to observe the movement carefully. For the present, 
the imperial government takes a position neither for nor against 
syndicates.” 

In 1897, when the Coal Syndicate was renewed in the face of 
the serious difficulties that had greatly prolonged negotiations, 
Baron von Rheinbaben, for many years Prussian Minister of Finance, 
and recently President of the Rhine Provinces, announced: ‘‘To 
my great delight, I am able to tell you, for the tranquilizing of our 
whole industry, that the Coal Syndicate has been renewed.”” This 
declaration was received with applause by the Right, the Centre and 
the Left. “A war of competition,” he declared in his budget speech 


+ 
| 


“among all the separate concerns, each against the other, would 
be a state of things that we cannot wish to see revived.” 

The importance of industrial combination, in the fight for 
foreign markets, has always been realized by German statesmen. 
While the Imperial Commissions were conducting their investiga— 
tions, Herr Moeller, Prussian Minister of Commerce, stated: ‘The 
problems connected with syndicates are difficult to solve, but to 
overthrow syndicates would destroy the ability of our country to 
compete abroad.” 

Herr Delbrueck, who succeeded him, and recently became 
Imperial Minister of the Interior, declared in the Reichstag in Feb- 
ruary, 1910: “In all measures planned to be taken against the 
syndicates, we must consider the fact that a non-syndicated German 
industry, a non-syndicated German banking system, would be pow- 
erless against syndicated foreign countries.” 

No abatement in official good-will toward industrial combina- 
tion is discernible in Germany. In May, 1911, Herr Sydow, 
recently Prussian Minister of Commerce, declared that the Coal 
Syndicate had steadied prices and raised wages and added that 
“dissolution of the syndicate would result in social convulsions.” 
In March, 1912, the Imperial Minister of the Interior emphatically 
expressed the same view. 

The advantage which German industry derives from legis- 
lative tolerance and official good-will toward industrial combina- 
tion, must inspire the envy of American business men. By a sin- 
gular perversity, however, the features in the German situation 
which have been most loudly commended by American observers, 
have been a few spasmodic, unfortunate instances of governmental 
interference with German industry. Even with a well balanced 
legal system, which freely permits industrial combination and 
severely represses every improper and illegitimate corporate and 
trade practice, the beneficent results that naturally follow can, as 
German experience proves, be wholly lost when the government 
attempts arbitrarily to determine the direction of industrial develop- 
ment. 

In 1893 the Coal Syndicate was reorganized, comprising ninety- 
four per cent of the coal mines in Westphalia and the Rhine Prov- 
inces. After various vicissitudes, the syndicate was again reorganized 
in 1903, to include all the mines excepting a few independent con- 
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cerns producing about 1,200,000 tons annually. In the following 
year, the Prussian Government, which already owned a few mines, 
sought to force its way into the Coal Syndicate by purchasing con- 
trol of the Hibernia mine, which was a member of the syndicate. 
The other members of the syndicate, fearful lest the entrance of 
the government into the industrial field “would close their indus- 
trial independence,”’ prevented the government from accomplishing 
its purpose. At present, the mines outside the Coal Syndicate 
produce annually about 6,000,000 tons, of which the mines of the 
Prussian Government produce about 2,000,000. The interest of the 
Prussian Government, as a coal producer, has recently led the 
Budget Committee of the Prussian Diet to adopt a resolution urging 
the government to join the coal syndicate. In answer to this reso- 
lution, Herr Sydow, Prussian Minister of Commerce, has informed 
the Prussian Dict that in determining upon its course, the govern- 
ment will be influenced by the allotment of production that the 
Coal Syndicate will be willing to assign to the government mines. 
To the private members of the Coal Syndicate this prospect is 
alarming; for by just such an entrance of the government into the 
industrial field was brought about the present condition in the 
potash industry. 

From the first, the Prussian Government has been a leading 
member of the Potash Syndicate. Before 1883, the Prussian Gov- 
ernment had erected state factories to manufacture the product of 
its potash mines, in order that it might strengthen its position 
to control prices. The Potash Syndicate, in that year, was 
extended until 1888, and Prussia, by virtue of its dominant posi- 
tion in the industry, obtained the right to veto any increase in the 
price of the product. Until 1909, by the terms of the syndicate 
agreement, the administrative powers of the syndicate were com- 
posed of the representatives of all the mines and factories. A scell- 
ing agency, composed of two or three members, took charge of all 
the sales. All contracts were made through this agency, and the 
filling of the contracts was entrusted to the different members of 
the syndicate, who were paid directly by the consumers. Each 
member kept an account of the sums received, and from time to 
time the adjustment of receipts was made upon the basis fixed by 
the combination agreement. An increase of production could be 
compelled by the Prussian Minister of Commerce, after affording 
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an opportunity for a hearing to the Executive Committee of the 
combination. The Executive Committee, in the first instance, 


could fix the price of the product; but the Prussian Minister of | nih 


Commerce could veto any increase in price; and after hearing the 
Executive Committee, he could fix exceptionally Jow prices for 
German farmers. The Prussian Minister of Commerce generally 
exercised this right, so as to favor domestic agriculture at the 
expense of foreign trade, and to reduce the exportation of potash. 
By the terms of the syndicate agreement, the mine owners were 
compelled to deliver specified quantities of potash to the manu- 
facturers, and were forbidden to sell outside the combination. The 
manufacturers, on the other hand, were required to observe the 
rules of the syndicate regarding prices and production. Private 
concerns in the syndicate were compelled to deposit Prussian 
securities in large amounts to guarantee the faithful performance 
of their agreements. 

In 1909, when the old Potash Syndicate broke down, several 
private members made important contracts with American inter- 
ests, at prices considerably lower than had previously been enforced 
by the syndicate. The Prussian Government, which was inter- 
ested as a producer in the potash market, was affronted. In retali- 
ation, Herr Sydow, Prussian Minister of Commerce, presented to 
the Bundesrath a bill requiring all mines to join the Potash Syndi- 
cate, and forbidding new mines to be opened for twenty years. 
When the bill went to the Reichstag, it contained a proposal for a 
compulsory governmental selling agency, which should have the 
monopoly of selling and exporting potash. In some degree, the 
governmental monopolistic character of the measure was modified 
by the Reichstag. In the form in which it was passed in 1910, the 
Potash Law fixed the amount of production and the minimum 
price of the product, and provided that every two years the pro- 
duction of each concern must be redetermined, on the basis of the 
demand for the preceding years, and required that any concern 
producing more than its allotment must pay a prohibitive gov- 
ernmental charge. 

In 1900, the old Potash Syndicate included only fifteen mines. 
In 1908, fifty.mines were comprised within the syndicate. Since 
the Potash Law has gone into effect, the opening of new mines has 
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been rushed, in order tl t come under the first . 


general allotment of production that will determine the allotment 
of each mine for the succeeding five years. Over seventy-six mines 
are now subject to the operation of the Potash Law. In 1909, 
before the old Potash Syndicate expired, the Berlin Chamber of 
Commerce reported that the mines in the syndicate were working 
only at thirty per cent of their capacity and that $70,000,000 more 
capital was invested in the business than the market requirements 
warranted. By the operation of the Potash Law, this unsatisfactory 
condition has been greatly aggravated. 

German statesmen are conscious of these dangerous tendencies. 
Herr von Eethmann-Hollweg, when Minister of the Interior, waned 
the Reichstag against any general regulation of various syndicates. 
Numerous attempts that have been made in the Reichstag to induce 
the government to undertake special legislation have been dis- 
couraged by the government. Herr Delbrueck, while Prussian 
Minister of Commerce, repeatedly deprecated such legislation 
on the ground that the whole subject was too mobile for governmental 
interference. As Imperial Minister of the Interior, he has repeatedly 
raised his voice against similar proposals. In the budget debates in 
1911, and again in March, 1912, he has publicly deplored the pro- 
posal of a general law for the regulation of syndicates, and has ex- 
pressed his firm conviction that the Potash Law has disappointed 
expectations. ‘‘The Potash Law,” he recently declared, ‘‘does not 
encourage further experiments. We certainly did not wish it to be 
what, in practice, it has become.”’ 

In Great Britain, the tendency toward industrial combination 
has, in many trades, distanced both Germany and the United States. 
The history of the great thread combination of J. & P. Coats is a 
classic in trust literature. Beginning in 1826, with a small mill of 
James Coats at Paisley, the business extended, under the guidance 
of three generations of able business men, until in 1890 it was turned 
over to the limited liability company of J. & P. Coats, for £15,750,000. 
This combination comprised mills at Paisley, in England, and in 
Rhode Island. In 1895 and 1896, the combination acquired its 
chief rivals, with which it had for some time been allied through the 
Central Thread Agency, and attained control of sixteen plants in 
the United States, Canada and Russia, sixty branch houses, and 
one hundred and fifty depots. In 1897, fourteen firms, including 
plants located in France and Canada, combined to form the English 
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e 
Sewing Cotton Company, and made an alliance with J. & P. Coats. 


In 1898, these allied concerns organized the American Thread Com- 
pany, which acquired thirteen American firms. Since then the 
alliance has obtained control of the thread industry throughout the 
world. During the past year it has effected a combination with 
Belgian, Spanish, Austrian and Russian sewing thread factories, 
with a capitalization aggregating £50,000,000. 

Similar combinations have existed in the iron and steel trade. 
When the famous International Rail Syndicate was formed in 1883, 
it included all but one of the eighteen British steel rail manufac- 
turers, all but two of the German manufacturers and all the Bel- 
gian manufacturers. In 1904, to meet German competition, an 
agreement was made between the steel rail manufacturers of Great 
Britain, Germany, Belgium and France, by which the foreign trade 
was syndicated for three years, upon a basis which gave the various 
members specified portions of the market of the world. During 
the past year, twenty-three important steel concerns, who have 
suffered from a ruinously competitive market, have combined 
under the name of the English and Scottish Steel Makers’ 
Association and, with the utmost frankness, have offered to all 
consumers a rebate of five shillings per ton on specified classes of 
material, provided the consumers purchase no material from manu- 
facturers other than the members of the association. | Whether 
this association will succeed is a question fraught with great interest 
to the entire steel industry in Great Britain. 

Since the passage of the Sherman Act, such agreements and 
alliances have been condemned in the United States more bitterly 
than the ordinary single organization form of trust. The freedom 
with which such associations may be organized in Great Britain 
and the use of such associations to meet extraordinary, tempo- 
rary trade conditions confirms the prophecy of a conspicuous 
English economist, who recently declared: ‘‘We may expect, in no 
very remote future, to see the iron industry governed by loose 
federations of great power, each large firm belonging to a number 
of associations according to the variety of its products; and there 
is a final possibility that these may unite into a general union.” 

The Industrial Commission of the United States found, in 1901, 
that aside from the sentimental hostility of a few radicals against 
industrial combination, ‘the strong feeling on the subject, which 
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° has been manifested for some years in the United States, seems to 
have found only a very faint echo in England.” The explanation 
is that in Great Britain no statutes regarding industrial combina- 7 
a tions have been enacted or even proposed, and the unwritten law 
: of the courts, in deference to the economic changes of the time, 
has actually been relaxed. Scarcely four years after Congress had 
passed the Sherman Act, the House of Lords, sitting as the highest 
court in Great Britain, stated the law in consonance with modern 
economic development, and forever removed from British industry : 
the economic terrors which in American business the Sherman Act 7 
has thrown about the phrase “restraint of trade.’’ Lord Morris 
announced in the House of Lords the broadened view as follows: 
The weight of authority up to the present time is with the proposition 
that general restraints of trade are necessarily void. It appears, however, to 
me that the time for a new departure has arrived, and that it should be now 
: authoritatively decided that there should be no difference in the legal consid- 
r : erations which would invalidate an agreement, whether in general or partial 
restraint of trading. These considerations, I consider, are whether the restraint 
is reasonable and is not against public interest. In olden times all restraints 
of trading were considered prima facie void. An exception was introduced 
when the agreement to restrain from trading was only from trading in a par- . 
ticular place and upon reasonable consideration, leaving still invalid agree- 
ments to restrain from trading at all. Such general restraint was in the then 
state of things considered to be of no benefit even to the covenantce himself; 
but we have now reached a period when it may be said that science and inven- 
4, He tion have almost annihilated time and space. Consequently there should no 
longer exist any cast-iron rule making void any agreement not to carry on a 
trade anywhere. The generality of time or space must always be a most 
important factor in the consideration of reasonableness, though not per se a 
decisive test. 


+ “ In Great Britain as well as in Germany coercion, force and 
fraud, which comprise all the methods by which monopolists try to 
accomplish their purposes, are specifically punished by definite, 

_ simple statutes. Corporation laws, so strict as to put ours to shame, 
compel fair dealing with investors and full publicity to stockholders 
and the state. Whether the offenders be great or small, they are all 

‘- governed by the same law. This remedy, in Germany and in Great 

Britain, has proved a complete solution of the trust problem. 


+ ] | The trust policy of Germany and Great Britain clearly proves 


: that wholesale prosecution and repression of industrial combination 
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is not essential to healthful, economic, national development. The 
spectacle presented, it is said, in Chicago, after the jury had acquitted 
the beef packers of the charge of violating the Sherman Act, of a 
prominent governmental official bursting into tears, because the 
leaders of a great American industry had established their innocence 
of crime, has never, so far as can be found, been paralleled in any 
other civilized country in the world. 

Germany and Great Britain illustrate the fact that laws specifi- 
cally directed against corporate fraud and illegitimate competitive 
practices afford adequate protection to every class in the community, 
and that industry and commerce can attain their normal and proper 
development only in so far as they are free from governmental and 
political interference. 

Had the Sherman Act never been enacted, our economic condi- 
tion undoubtedly would be better to-day than it is. Since, however, 
the Sherman Act is not likely soon to be repealed, and since we must 
live under it, we ought promptly to take heed from Germany and 
Great Britain, and as soon as possible divorce politics from the 
enforcement of this law. 

The meaning of the Sherman Act will never be clearly and plainly 
defined until a long period of development and litigation has elapsed. 
Throughout this period, as the history of the act for twenty years 
has shown, any enforcement of the act by successive attorneys- 
general of the United States can be little more than the enforcement 
of the economic theories peculiar to whoever happens at the time to 
be attorney-general. No matter how highminded may be the in- 
cumbent of that office, his position in the administration must subject 
him to political exigencies, that cannot fail to influence his economic 
theories regarding business. 

Germany and Great Britain prove that the best interests of 
the entire community are attained by laws prohibiting fraud and 
coercion, in corporate matters and in business competition, and 
by complete tolerance and non-interference by the government in 
respect to industrial combination. The Sherman Act professedly 
violates this principle. By it the United States has committed 
itself to the policy of interfering with the national, economic devel- 
opment, throughout that vast, undefined area, in which competition 
may possibly be affected. By condemning every contract and combi- 


nation ia “restraint of trade,’”’ the Sherman Act fixes practically no 
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limit upon this policy of interference. To-day, the Sherman Act 
is a universal lettre de cachet, whose enormous powers are vested in 
the uncontrolled discretion of the Attorney-General of the United 


States. 


The experience of mankind, no less than the experience of Ger- 
many and Great Britain already described, teaches that the economic 
theory which shall determine the industrial development of a nation 
must not be formulated hastily, nor by one man, but slowly, and by 
the steady growth and gradual agreement of national opinion. The 
Sherman Act expresses the determination of the United States to 
fix the limits beyond which trade shall not transgress. What these 
limits shall be is, to-day, as indefinite as were the duties of railroads 
under the first statutes which required them to serve everybody 
with adequate facilities, and at a reasonable price. Only time, 
experience and the evolution of enlightened public opinion can define 
the limitations intended by the Sherman Act. Certainly no single 
official, dependent upon the political exigencies of a political ad- 
ministration, can in the space of his brief incumbency in oflice deter- 
mine for the whole nation, and for all time, the bounds which the 
American people, in the indefinite language of the Sherman Act, 
intended to fix for American industrial development. 

An Interstate Trade Commission, having jurisdiction over all 
interstate trade and commerce, except transportation, and in other 
respects substantially similar to the Interstate Commerce Commis- 
sion, has been earnestly recommended to Congress. Such a com- 
mission, of which all, or at least a majority of the members should 
be not lawyers but experienced business men, could work out the 
application of the Sherman Act to American industrial development, 
in much the same fashion that the Interstate Commerce Commission 
has worked out the application of the Interstate Commerce Act to 
American railroad development. This commission should be vested 
with the following powers: 

1. All powers now vested in the Bureau of Corporations should 
be transferred to the Interstate Trade Commission. This should 
include the power to investigate and require reports from concerns 
now engaged in interstate trade and commerce. 

2. Persons, firms and corporations proposing to enter into any 
contract or combination affecting interstate trade or commerce 


should have the right to apply to the Interstate Trade Commission 
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for an order determining whether the proposed contract of combina- 


tion is in violation of the Sherman Act. ‘The order of the Interstate 
Trade Commission should be subject to review in the District Court 
or the Commerce Court on application of any party in interest or 
on application of the government. Until reversed by the court the 
order of the Interstate Trade Commission should be effective. All 
acts done in pursuance of and before the reversal of any contract 
or combination should be deemed lawful and not in violation of the 
Sherman Act. 

3. The disintegration and reorganization of all combinations 
adjudged to be in violation of the Sherman Act should be carried 
out under the orders of the Interstate Trade Commission. These 
orders should be subject to the conditions above described. The 
voluntary disintegration and reorganization of combinations in 
obedience to the Sherman Act, it may be noted, could be carried out 
under the orders of the Interstate Trade Commission pursuant to 
its powers described in the previous paragraph. 

4. The prosecution of any person, firm or corporation by the 
Department of Justice under the Sherman Act should be commenced 
only after the Interstate Trade Commission shall have made an 
order recommending such prosecution. This order, however, need 
not be subject to review in the District Court or the Commerce 
Court. 

This commission, like the Interstate Commerce Commission, 
should be non-partisan, non-political and substantially permanent. 

By the establishment of such a commission, the administration 
of the Sherman Act and the governmental control of industrial 
combination would be divorced from politics, a government of laws 
would be substituted for a government of successive attorneys- 
general of the United States—heretofore often inharmonious with 
each other, and frequently inconsistent with themselves—and the 
industrial peace, for which we have cause to envy Germany and Great 
Britain, would finally be ours. 
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ATTITUDE OF GERMAN PEOPLE GOVERNMENT 
TOWARDS TRUS 


By Rupo.r Roeser, LL.D., 
Consulting Engineer, New York. 


Industrial combinations in Germany have been given many 
different names by business men as well as by popular writers, but 
there are really only two principal kinds: The “ Kartell”’ and the 
“‘Interessengemeinschaft”’ (association of interests). 

The Kartell may be defined as an association of independent 
establishments of the same trade, organized for the purpose of influ-_ 
encing selling conditions and prices in their trade. For whatever 
apparent purpose a Kartell may be formed, restriction of compe- 
tition must necessarily result and a tendency toward monopoly be 
ever present. Asa rule,no single one of the various independent 
owners or establishments which together form such a Kartell repre- 
sents more than a small percentage of the whole industry. For 
example, the ‘‘Stahlwerksverband,”’ which is a Kartell controlling 
ninety-five per cent of the steel trade, embraces thirty-six inde- 
pendent steel plants; the largest single plant in the “ Stahlwerks- 
verband,”” however, is the Phoenix Steel Works, which does only 
about eleven per cent of the whole steel business. 

The Stahlwerksverband is one of the most highly developed — 
Kartells and for that reason as well as for its great size and importance 
deserves more than a passing mention.' In it the sale of the entire 
output of all the members, which is limited by the Verband, is placed 
in the hands and control of one central body, called the “ Stahlwerks- 
verband-Aktiengesellschaft,” i.e., the Steel-works Stock Company. 
This body might be called the selling agent. It is capitalized at 
$100,000. The shares are held exclusively by its organizers. 

The Stahlwerksverband, considered as a whole, is the largest 
industrial concern in all Europe with the exception of the Prussian- 
Hessian railroad. The Stahlwerksverband represents through the 
capitalization of its members about $325,000,000. 

Paragraph 2 of the syndicate agreement states that ‘the object 

!1This paper was written previous to the new development in the steel industry in Germany 
(May, 1912). 
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of the enterprise is the purchase and sale of iron and steel products 
of all kinds, the purchase of industrial enterprises of all kinds and 
the management of enterprises of all kinds intended for the storing, 
selling and transporting of iron and steel products as well as a parti- 
cipation in all such enterprises.” The Stahlwerksverband in spite 
of the terms of this Syndicate agreement has not yet engaged in any 
enterprises except the purchase and sale of iron and steel products. 
This is in marked contrast to the coal syndicate which recently 
has taken a financial interests in the transportation of coal and in 
the coal business in general. 

A highly developed Kartell, which like the Stahlwerksverband, 
has a central sales agency, is generally called “ Syndikat.”” In 
a Syndikat there is often nothing left to the discretion of the indi- 
vidual plant owner but the method of production, for the purchase 
of raw material as well as the sale of the finished product may be 
determined by the association. And this is sometimes carried to 
the extent of dictating to each plant owner the quantity and quality 
of his production. 

We often encounter the interesting fact that one concern is 
a member of a great number of Kartells according to the number 
of its products. The Phoenix Iron and Steel Works for instance 
belonged at one time to twelve different Kartells, such as the coal, 
pig-iron, rail, steel syndicates, etc. The disadvantage to the indi- 
vidual Kartells resulting from this diversity of interest and the 
conflicting influences which are thereby brought to bear within the 
Kartells themselves are apparent. 

The second kind of industrial combination which is known as 
the ‘ Jnteressengemeinschaft,”’ or Association of Interests, is really the 
most developed form of combination and the closest approach to 
what in this country is called a trust, for in this association of interests 
two or more independent establishments amalgamate, usually with 
a profit-sharing agreement and sometimes with an exchange of 
shares. 

Having thus defined the three most common terms relating to 
industrial combinations, namely ‘ Kartell,” ‘‘Syndikat’’ and “ Inter- 
essengemeinschaft,’’ we come now to the question of the attitude of 
the German people toward industrial combinations. 

The majority of the German people of every class is in favor 
of industrial combinations. 
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This faith in industrial combinations seems to be due, first, 

to the understanding of the economic necessity of such combina- 

tions; second, to the fact that the development of the German 

industrial combinations has been logical, gradual and open. Such 

development was possible because, as will appear later, it was from 
the beginning fostered and not persecuted by the law-makers. 

Combinations in Germany are economically due to the same 
fundamental conditions of modern industrial life that have obtained 
in America, namely, the increased facilities for communication and 
production based on science and technic, as well as the birth of a 
world market. Just as it was truly said of the American colonies at 
the time of the Revolution that they must all hang together if they 
were to avoid hanging separately, the present industrial situation _ 
demands combinations. They are not an invention of capitalistic 
egoism, but the children of necessity. 

On December 31, 1908, all Kartells and syndicates in the iron 
trade ceased. Cut-throat competition immediately ensued. The 
manufacturers were happy if they earned expenses. The price for 
pig-iron went down to $5 a ton. Chaos continued until the old 
adage that misery loves company found another application, and © 
the warring producers joined together again in new agreements. 

To illustrate that this growth was gradual it may be well tos 
show briefly the steps through which the Kartells developed. 

The simplest and crudest form of combination is the ‘‘ Kondi 
tionenkartell.’”” This is very often nothing but an informal agree 
ment. Its purpose is to better and unify selling conditions, and to 
prevent credits of too long a duration, too high rebates, discounts, 
etc. Agreements of this kind may still be found in the textile indus- 
try, in which combinations have only recently begun to develop. 

The second step is the “ Price-Kartell.’"” The members make 
up a price list and agree to respect not only certain selling condi- 
tions but also prices. Such agreements go sometimes so far as to 
divide the whole market among the members, by assigning to them 
certain territory, or by limiting them to a certain amount or kind 
of production. 

I have already stated what the theorists call a ‘‘Syndikat;” 
it is the “ Selling-Kartell’’ (Verkaufskartell). 

But even the Kartell in its highest form is not always powerful 
enough to meet present-day contingencies, and the next step towards — 


4, 
| 
| 
| 7 j | 
i 4 
— 


Attitude of Germans Towards Trusts 


more powerful and at the same time more economic concentration 
is the “‘association of interests’’ (Interessengemeinschaft). This is 
illustrated by the amalgamation which is constantly going on in 
Germany in the electrical and the chemical industries and in and 
between the coal and iron industries. 

The fact that there existed four hundred and fifty Kartells in 
1902, embracing about 12,000 concerns, which number has increased 
probably to nearly six hundred to-day, is ample proof that the pro- 
ducers in Germany are in favor of combinations. But as the real 
proof of the pudding is in the eating, or better, in the consuming 
of it, it is most significant that the consumers in general have shown 
their approval of this tendency. Thus we find associations not only 
among the industrial consumers, as appears below, but also con- 
sumers’ associations among the retailers and even among individuals 
for their daily household necessities. The fact is that associations 
like co-onerative companies in tne United States exist to a very 
large extent throughout Germany. 

It is a well-known fact that each stratum of producers is both 
a consumer and a producer. It has therefore resulted quite nat- 
urally, although Kartells were originally only producers or selling 
Kartells, that they soon became also consumer or buying Kartells in 
their relations with producers of materials in all earlier stages of 
manufacture. 

For example, the different German railroads, the Prussian, 
Bavarian, Saxon, etc., have formed an association for establish- 
ing standards for rails and other materials with which the Stahl- 
werksverband has to comply. The railroads together need about 
one-fourth of its whole production. Their wishes, therefore, carry 
enough weight to be respected. The Stahlwerksverband, in its 
turn, has not only agreed upon its selling conditions and sales prices, 
but on the other hand, by reason of its large consumption of pig- 
iron, is able to dictate its conditions to the pig-iron syndicate, which 
again exerts the same double influence, first, toward the Stahlwerks- 
verband as its customer, and second, toward the coal syndicate as 
the producer of its most important raw material. 

These consumer Kartells may not always be considered proof 
of the fact that the consumers favor the Kartell, but they surely 
offer a very interesting indication of the attitude which consumers 
take. Some people might argue that the consumer Kartells are 
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formed for the purpose of fighting the producer Kartells and are 
therefore an evidence of direct opposition to the new condition of 
things. It ismy personal opinion, however, that there is no basis at 
all for saying that consumers disapprove of industrial combinations; 
on the contrary, the consumers realize the advantages of the Kar- 
_ tells for the nation as a whole and consider their existence inevitable. 
The consumer Kartells are organized for this very reason, namely, 

_ to be able to deal advantageously with the inevitable. 

It may be of interest to quote here some chamber of com- 
merce resolutions. A recent report of the Chamber of Commerce 
of Bonn states that “it has to be emphasized again and again that 
combinations are absolutely necessary in our time and that they 
have proved for the most part beneficial. They alone have been 
able to check the boundless competition with all its dangers to social 
economy. They have eliminated competition by cutting prices 
and has substituted competition in economies of production. Even 
the commission houses and dealers who originally disapproved of 
them, in most cases have become convinced more and more that 
their own interests are, in general, best protected by them.” 

In the first year of the existence of the Stahlwerksverband 
the Chamber of Commerce of Luedenscheid, which is situated in 
one of the most important districts using semi-manufactured mate- 
rial, resolved, ‘‘that the industry suffers from the conduct of the 
Stahlwerksverband which exploits for its own benefit the conditions 
created by the protective tariff.” The same chamber of commerce 
in its report of the following year no longer objected to the Stahl- 
werksverband and praised the “beneficial influence of the steadiness 
of prices as created by the coal syndicate.” 
wn | The Chamber of Commerce of Bochum recognizes that “fair 
and moderate prices are best assured by large combinations.”’ 

It adds that “it has to be pointed out that the works which 
buy semi-manufactured products from the Stahlwerksverband and 
convert them have worked with gvod profit.” 

Inasmuch as I am a devout believer in the beneficial results 
which are to be obtained from a reasonable application of the prin- 
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udiced in my presentation of the subject. I therefore give you the 
following quotations from two of our socialistic labor leaders whom 
surely no one could accuse of being prejudiced in favor of employ- 
ers’ combinations: 

Mr. Hue has frankly acknowledged “that combinations secure 
higher wages and better and safer conditions for the laborers; and 
more uniformity in their work.” 

Mr. R. Calwer said “that the organization of Kartells should 
not only be greeted but also aided by the socialistic party.”’ It is 
an actual fact that associations of workmen have been in some 
cases a substantial aid in forming Kartells among the producers, as 
the workmen have considered it as the best method of obtaining 
better working conditions.” 

The many papers and books written on industrial combinations, 
the essays and articles published in the “ Kartellrundschau,” a 
monthly publication entirely devoted to this subject, show that 
political economists take almest universally a favorable attitude. 

Our theorists and progressive producers are beginning to recog- 
nize the fact that inasmuch as unification of management assures 
quicker response to market conditions and more ease in special- 
ization at the different plants, a fusion or amalgamation—please 
do not call it “trust’’—of the various independent producers is 
economically a more perfect organization than our Kartells. 

Professor Conrad, from the University of Halle, says: ‘Only 
by means of a monopolistic union can a bird’s-eye view of the world’s 
demands be obtained and production regulated and divided up among 
the members so that the equilibrium of the world’s industry and 
market will not be disturbed.” 

In the great majority of our industries, however, combination 
has not advanced beyond the Kartell stage. As I stated above, 
only the electrical, chemical and coal industries have so far united 
in a closer form than the Kartell. 

the 


« 


The second part of my subject treats of the policy which the 
government pursues in its relations with industrial combinations. 
The attitude of the government is expressed in various ways. 


2 A recent example of this is to be found in a certain kind of engraving establishments (Wal- 
zengravieranstalten). 
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First, by legislation* and by the decisions of courts interpreting the _ 
statutes; second, by the part which the government itself takes in| 
the active management of industrial enterprises. 

In the eighties of the last century the government found iteott 
confronted by a new economic development. Convinced that this — 
development had grown out of an irresistible natural law, the govern- 
ment did not attempt to check it, but tried to guide it into the ways © 
most beneficial to the country’s welfare. 

When in 1903 the forming of large combinations in the coal 
mining industry, banking and inland navigation, attracted notice, 
the Imperial Department of the Interior started an investigation 
on this subject with the purpose of determining whether or not new 
and more stringent legislation was necessary. Debates presided — 
over by the Department of the Interior were arranged between 
manufacturers, managers, officers of large Kartells, professors of 
political economy, etc. At the end of all these debates the conclu-. 
sion was reached that although in some respects great industrial 7 
combinations were undesirable, nevertheless the laws which already — 
existed were adequate to cope with the undesirable features, and — 
further it appeared that the great advantages which result from them 
more than counterbalance the disadvantages; and that, therefore, 
neither private interests nor the interest of the country at large were 
being endangered by the development of these combinations. 

At about the same period that these debates were taking place, 
test cases were instituted against certain of the Kartells. In these 
test cases the monopolistic tendencies of the Kartells were pointed 
out, and it was alleged that they were unconstitutional and in viola- 
tion of the statutory trade regulations (die Gewerbeordnung) because 
by eliminating competition they interfered with the freedom of trade. 
The cases went through all the courts up to the highest court of the 
empire, the Reichsgericht in Leipzig, which handed down the funda- 
mental decision that “the forming of Kartells was not only a justifi- 
able manifestation of the instinct of self-preservation, but was a 
step actually serving the best interest of the country as a whole.” 

After that the Kartells were attacked on the ground that the 
agreements upon which they were based were void under Paragraph 
138 of the Civil Code (Buergerliches Gesetzbuch) as ‘“‘gegen gute 


3 The power to legislate concerning commerce and trade belongs to the empire not to the 
several states. (Art. 4 of the German constitution.) 
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Sitten,”’ which, literally translated may be rendered as “contrary 
to good custom, or good morals.”’ If the court had recognized this 
point of view it would have meant that each Kartell member might 
disregard its Kartell agreement with impunity and it would have 
made it impossible to enforce any of the penalties for non-fulfilment 
of the Kartell agreement. 

- It is of great importance for the Kartells that Book 10 of the 
Code of Civil Procedure gives the right and provides a method for 
taking all litigations resulting from a Kartell agreement out of the 
jurisdiction of the ordinary courts and substituting arbitration 
courts. The importance of this special jurisdiction is shown best 
by the fact that the enemies of the Kartells demand their abolition. 
A quick technical expert proceeding is provided hereby which decides 
definitely and does therefore not permit obstructions possible in the 
ordinary court procedure. 

¥Y It was also alleged that the Kartells were forbidden by the law 
against unfair competition (Gesetz gegen den unlautern Wettbewerb)* 
and also by the penal code (Strafgesetzbuch), but the courts refused 
to recognize any of these arguments and the Kartells still live and 
prosper. 

Germany, as you know, has to-day a protective tariff. It has 
been suggested that the development of the Kartells could be checked 
by lowering the tariff and opening the German market more fully 
to foreign competition. No proposition intended to lower the tariff, 
however, is looked upon with favor by the German government and 
all these suggestions have been rejected. 


‘ 


4 It seems to me that the importance of this statute as a provision against undesirable features 
of industrial combinations especially is somewhat overestimated. It might be of value therefore 
to give the following outline of the statute: 

Section 1 refers to competition which is considered against good morals (contra bonus mores). 

Sections 3-10 refer to misrepresentation of facts in advertisements, etc., relating to the adver- 
tiser’s own business. 

Section 11 refers to the right of the Federal Council (Bundesrat) to demand certain standard 
weights and measures for certain goods ¢. g. beer. 

Section 12 refers to the offer of gratuities or other advantages to an employee in order to 
obtain a favored position in connection with the purchase of goods. 

Section 13 refers to sections 3 to 12 and sets forth the conditions necessary for civil liability. 
7 “4 Section 14 refers to damaging of reputation and credit by statements of unprovable facts, or 
if Section 15 by statements against better knowledge. 

Section 16 refers to the misuse of trade marks, names, etc., likely or intended to create errors 

or mistakes. 

Section 17 refers to the disclosure of business secrets. 

- Section 18 refers to the use of business secrets by an employee for his own benefit. 
Section 20 refers to offering inducements to disclose business secrets. 
_ The rest of the thirty paragraphs define no more torts but deal largely with procedure. 
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Probably the most interesting feature of the government's 
policy toward industrial combinations is the active part which it 
takes in their management. In Germany, of course, the railroads, 
the telegraph and telephone, and the postal and express services 
are all government monopolies. 

: Furthermore, the government has its finger, sometimes its whole 
_ hand, in all the more important industrial combinations. 
For example, in the potash industry, under the recent act, at 
_ the beginning of each year a total expected sale is determined and 
to each producer is allotted a certain percentage of this expected 
sale. It is also predetermined what part of each producer’s allotted 
percentage may be sold in the domestic market and what may be 
exported. If the total sale of any producer exceeds his allotted 
percentage a duty must be paid to the government on this excess. 
Furthermore if a smaller quantity is sold by any producer in the 
home market than that provided for a proportionate decrease is 
made in the sales permitted in the foreign market. The price in 
the foreign market can never be lower than the price in the home 
market. 

Again, in the coal industry, the government is influential because 
it is itself a large mine owner and operator. The government uses 
its own coal on its railroads. By an arrangement made within the 
last few months, the coal which it does not need for itself, it sells 
through the coal syndicate in precisely the same way that the other 
members of the syndicate sell. 

The government, however, has reserved the right to withdraw 
from the syndicate, in case it believes that the syndicate is selling 
the coal at prices which are too low to give the government a fair 
profit, or on the other hand too high for the public welfare. 

It has been said that the best policy to be pursued with combina- 
tions would be governmental enterprises strong enough to represent - 
a working majority in the trade. In 1903 and 1904 the government 
started to follow this policy and wanted to obtain a larger influence 
in the coal mining industry. It wanted to acquire one of the largest 
mining companies, the “ Hibernia,’ but secured only a minority, the 
owners of the remaining stock having been combined by the coal 
syndicate in a stock company under conditions which made it im- 
possible for the government to obtain any more stock. 

After this unsuccessful venture into “‘ High Finance”’ the govern- 
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ment decided to give up this policy and practically to join the syndi- 
cate as shown above. 

Coming now to the iron and steel industry, the government, 
although not a large iron and steel producer itself, as the manager 
and owner of the railroads is a customer, as mentioned before, for 
about one-quarter of the German output. Its power to influence 
the iron and steel trade is therefore manifest. 

I am informed that a bill has just been introduced in the Reich- 
stag whereby the government shall have the right of supervision 
over all Kartells, similar to the supervision which the various state 
governments in this country exercise over the insurance companies. 
The fate of this bill is of course still uncertain. 

It seems to me that the speech of the Secretary of Commerce, 
Dr. Delbrueck, made in the Reichstag on the fourth of March, 1912, 
will show best, in a concise way, the government’s attitude towards 
this matter, and its future policy. He said: ‘ Even the gentlemen of 
the socialist party have well understood that syndicates are necessary 
in the modern development of business and to a certain extent useful. 
The accord between demand and supply bring about a stability of 
prices and consequently of wages. Therefore, as long as the syndi- 
cates do not overstep the bounds of the powers given them by the 
ordinary statutes, we have neither reason nor right to interfere with 
them. 

“The united governments (Prussia, Bavaria, Saxony, etc.) com- 
prising the Empire as represented in the ‘Bundesrat’ (federal council) 
are of the opinion that especially the coal syndicate and the Stahl- 
werksverband are members of our economic organization which 
cannot be dropped forthwith, even if someone should disapprove 
their policy in some particulars. 

“T would regret it extremely if the agreement of the coal syn- 
dicate should not be renewed in 1916 when the present agreement 
expires. 

“Tt is not possible to answer the general question whether or not 
the state as owner of industrial enterprises should join syndicates. 
This must be decided on the merits of each individual case. The 
right of the state to join a syndicate in case it believes it wise for 
economic reasons cannot be contested. It is assumed of course, 
that the economic activity of the syndicate in question will not 
bring the government into discord with its economic and political 
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functions. Sometimes it may be even the obvious duty of the govern- _ 
ment to enter into a syndicate if it can thereby further important 
political and economic ends.” 

In summing up, I should like to say that the German sary : 
and the German government seem to feel that the tendency toward 
combinations in all forms of industry and business is a result of. 
modern scientific and economic conditions; that combinations are 
necessary for the soundness of the economic life of the country by 
securing stability in commerce and sustaining thereby its buying 
capacity; that the forming of associations of similar interests, aided — 
by a reasonable tariff, is desirable and appropriate to benefit not only 
the manufacturer but also the workman and the consumer; that 
the tendency toward combinations is not a caprice of finance or the \ 
result of the selfishness of the few; that it is not only national but — 
international; that it is here to stay, and that it is only a question | 
of regulating the stream, not of damming it. 
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POLICIES OF GERMANY, ENGLAND, CANADA AND 
— THE UNITED STATES TOWARDS COMBINATIONS 


By Francis WALKER, 
Bureau of Corporations, Washington. 


According to their laws respecting combination, the four coun- 
tries which are under consideration at this time may be placed in 
three classes as follows: (1) complete legality of combinations, as 
in the case of Germany; (2) invalidity of combinations under the 
civil law, as instanced by England, and (3) prohibition of combina- 
tions under the criminal law, as illustrated by Canada and the 
United States. As combinations flourish in all of these countries, 
it is evident that the laws are not the sole determining conditions. 
Moreover, the general civil and criminal legislation of a given coun- 
try does not cover all the important legislation on this subject, 
while the policies of the various governments have important appli- 
cation in other directions than in legislation. 

A complete understanding of the policies of the several countries 
would require a consideration of various economic and _ political 
conditions which can only be suggested here. Among these factors 
may be mentioned the character of the country’s industries, the 
system of railroad ownership or control, the tariff policy, the owner- 
ship and control of mineral rights, the extent of government industry, 
and, besides these and similar conditions, the general social and 
political conditions of the country. Moreover, a proper apprecia- 
tion of governmental policy would require information as to the 
extent and character of the industrial combinations which are found 
in the country, and particularly as to their power or tendency to 
destroy their competitors, to exploit labor, or to extort exorbitant 
prices from the consumer. 


Germany 


Within the last century Germany changed from a policy of 
strict regulation of industry to one of extreme liberality. Thus 
the Prussian laws formerly established a very complete control of 
the mining industry with the regulation of output and prices, and 
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this system prevailed down to the middle of the nineteenth century.' 
The German states were then, and still are, conspicuous for the 
importance of industrial enterprises owned and managed by the 
government. Nevertheless the doctrine of free industry and indi- 
vidual enterprise obtained a considerable hold in Germany towards 
the middle of the nineteenth century, and a system of industry was 
developed which left but little restraint on private business activity 
and freedom of contract. 

y In particular the laws prohibiting or restricting industrial com- 
binations disappeared almost entirely from the statute books. The 
recently enacted civil code of Germany, which was adopted when 
the extent and significance of the cartel system was well understood, 
contains no express provision against them.? Moreover the courts 
have interpreted the industrial code, which in its very first section 
provides that industry shall be free, as not inconsistent with the 
formation of voluntary industrial combinations.* Neither are there 
any general prohibitions in the criminal code against industrial com- 
binations; the only important exception is found in the law of Alsace- 
Lorraine, which still retains the French penal code. Articles 419 
and 420 of this code prohibit, for example, combinations tending 
to make prices different from what they would be under free com- 
petition. No judicial cases, however, have occurred under this 
law. Exceptions are also found in the laws prohibiting combinations 
in bidding on public contracts, etc., namely, in Prussia, Hesse and 
Alsace-Lorraine. Although these laws are generally regarded as 
dead letter, they are not wholly without practical application.‘ 

The criminal law giving no practical hold against cartels, their 
opponents have often attacked them under the civil code, and 
particularly section 138, which declares null and void all jural acts 
(e. g., agreements) which are repugnant to good morals. The im- 
perial court, however, has never condemned a cartel agreement as 


1Oldenberg: Studien iber die rheinisch-westfalische Bergarbeiterbewegung. Schmollers Jahrbuch, 
Bd. 14(1890). Hundt: Geschafiliche Lage des Steinkohlen-Bergbaues, Achter Allgemeiner Deutscher 
Bergmannstag, 1901, pp. 173-174. 

2 Menzel: Die Kartelle und die Rechtsordnung, 1902, p. 16; Landesberger: Verhandlungen 
des Sechsundzwanzigsten Deutschen Juristentages, 1903, p. 350. For a brief statement of German 
law and decisions see Walker: The Law Concerning Monopolistic Combinations in Continental 
Europe, Political Science Quarterly, Mar., 1905. 

2 Urt. v. 25 Juni, 1890. Entsch. des R Ger. in Civilsachen, Vol. xxviii, p. 244. 

* Denkschrift aber das Kartellwesen, 11 Teil, Berlin, 1906, pp. 28-30. C/. Kartell-Rundschau, 
Jan., 1910, p. 30; Feb., 1910, p. 93; Oct., 1908, pp. 858-859. 
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such, although in some of its judgments it has indicated a theoretical 
limit to the lawfulness of such agreements, as for example, where 
the aim was monopoly and extortion. This theoretical limit is 
evidently of little practical significance in view of the monopolistic 
power and extortionate price policy of the Coke Syndicate in 1900- 
1901.° 

, An interesting case occurred recently in one of the lower courts 
in which a cartel was declared to be invalid. It appears that a 
brewer’s cartel had been formed in a certain locality for the sale 
of beer, which fixed both the wholesale price and the resale price 
of the dealer. Dealers who did not conform thereto were not to 
get any beer, “regardless of old or current agreements.”’ The lower 
court said that the cartel had practically established a monopoly, 
and in refusing to supply dealers who did not obey its behests, in 
order to put them out of business, was coming close to the limit 
of legality. When, in addition to this, it imposed on its own mem- 
bers the requirement that they should violate their existing agree- 
ments, it put itself beyond the pale of the law.’ j 

‘In 1896 a law was enacted forbidding unfair competition, and 
this was somewhat amplified in 1909. Such laws, which are common 
to most states of Western Europe, are aimed almost entirely at 
malicious, fraudulent and dishonest business practices, such as cir- 
culating false reports, bribery, lying advertisements, betraying 
business secrets, etc. An important amendment was made to the 
law in 1909, particularly in establishing a new first section in the 
following terms: 

~Whoever in business affairs adopts methods of competition 
which are repugnant to good morals may be subject to a claim to 
desist therefrom and to pay damages.*® 

«It does not appear that there have been any important cartel 
cases under this law. The most conspicuous cases appear to have 
been in connection with misleading advertisements. Nevertheless 
this new section may have some significance in the future, especially 
in view of a tendency at the present time to require a higher code of 
business morals than has been hitherto prevalent. This law does 


§ Urt. v. 4 Feb., 1897. Entsch. des R Ger. in Civilsachen, Vol. xxxv ii, pp. 136-8. 

* Cf. Walker: Mdnopolistic Combinations in the German Coal Industry, New York, 1904, 
p. 322. 

? Kartell-Rundschau, Mar., 1911, pp. 206-208. 

* Geselz gegen den unlauteren Wetibewerb, vom 7, Juni 1909. Reichsgeseizblatt, 1909, p. 499. . 
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not prohibit price-cutting or boycotting, both of which are lawful 
in Germany, provided such acts are committed as a matter of busi- — 
ness policy and not from a mere malicious purpose to injure another.’ 

The most remarkable feature of German policy is found in the 
direct encouragement given to certain cartels. In some instances — 
this involves the participation of the government itself in such com- 
binations, and sometimes even the grant of monopolistic privileges 
to private interests. The participation of the government in such — 
combinations depends of course on the fact that it is likewise engaged | 
in the industry in question. Illustrations are found chiefly in mining — 
enterprises, as, for example, the old alum syndicate in which Prussia 
was interested (1836-1844) and the potash syndicate in which several 
German states have participated, and which recently has taken on a_ 
new form. 

The imperial law of May 25, 1910, concerning the sale of pot- 
ash," establishes practically a legal monopoly and a government 
regulation of prices. This is accomplished especially by provisions 
of the law which, (1) prohibit the sale of potash, except as prescribed 
by the law, (2) fix the total. quantity which may be sold and the 
proportions to be sold in domestic and export trade, (3) fix the share 
in such sales for each producer, including government-owned works, 
both for domestic and export sales, (4) fix the maximum prices to 
be charged in the domestic market, and, (5) place a prohibitive tax 
on all sales in excess of the allotted quotas. The conditions estab- 
lished by this law have facilitated the reorganization of the old potash 
cartel, which includes most of the private producers as well as sev- 
eral state enterprises. The motives of this law were fiscal, economic 
and political. Destructive competition between the producers was 
prevented and better financial results secured to them thereby. 
The extravagant overproduction in the potash industry was checked. 
Incidentally may be noted a very peculiar provision in the law 
tending to prevent a reduction in the wages of labor. The system 
of regulating production and limiting domestic prices has had the 
intended effect of making export prices much higher than domestic 
prices. This is made possible chiefly by the fact that Germany 
has practically a monopoly in the production of potash. The govern- 


* Cf. Kartell-Rundschau, April, 1908, pp. 255-256; Frankfurter Zeitung, Abendblatt, Mar. 20, 
1912, p. 4. 
® Gesets iiber den Absatz von Kalisalzen, vom 25, Mai 1910. Reichsgesetsblatt, 1910, p. 775. 
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ment was anxious to prevent unduly high domestic prices, because 
potash is an important agricultural fertilizer, and the policy of the 
government is especially directed to protect and promote the agri- 
cultural interests. 

While the potash law is the best known and most pronounced 
effort of the German government to give monopolistic privileges to 
industry, it is not the only one. The method of taxation of spirits, 
established years ago (1887), introduced the principle of allotting 
quotas of output to the several producers.’ This law has been 
revised more than once, but the same principle has been continued. 
By the present law” the excise tax for the quantities allotted amounts 
to 1.05 marks per liter of alcohol, and for quantities in excess thereof 
to 1.25 marks per liter. This indirect regulation of production gives 
a quasi-monopolistic character to the industry, and has facilitated 
the formation of a cartel among a very large number of agricultural 
producers of spirits. 

Similar tax laws, indirectly limiting the quantity of production 
and facilitating the formation of cartels, are found with respect to 
beer and matches. A law respecting the taxation of beer™ provides 
for a progressive tax according to quantity of output, and, further- 
more, for an increase in the tax rate of from 25 to 50 per cent for 
new breweries. The law for the taxation of matches has a similar 
provision, namely, an increase in the tax rate of 20 per cent on 
matches produced in new factories, or in factories in which there 
is shown to be an increase in output over the average output of the 
three preceding years, in respect to such increase. Apparently as 
a direct consequence of this law regarding the taxation of matches 
a cartel was formed among the producers embracing 82 per cent of 
the total output, but it did not last long owing to unfavorable market 
conditions.” 

In the last three cases cited the chief purpose of the government, 
apparently, was fiscal, the regulation of the output being established 
to enable the producers to obtain increased prices and so to shift 


 Kontradiktorische Verhandlungen iiber Deutsche Kartelle, (Spiritus) Fanfter Band, Berlin, 
1906, p. 59. 

2 Branntweinsteuergesets. Vom 15, Juli 1909. Reichsgesetzblatt, 1909, p. 661. 

13 Gesetz wegen Anderung des Brausteuergesetszes. Vom 15, Juli 1909. Reichsgesetsblatt, 1909, 
p. 697. 

“ Gesetz betrefiend Anderung im Finanswesen. Vom. 15, Juli 1909. Reichsgesetzblatt, 1909, 
p. 757. 

% Kartell-Rundschau, Jan., 1911, p. 12. 
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the burden of the tax on to the consumer. In the case of the spirits 
tax law the desire to a®ord encouragement to the agricultural in- 
terests was probably an important motive also. 

It is of interest to note that Germany is not the only country 
which has directly or indirectly endeavored to promote a monopo- 
listic organization of industry. Notable examples are found in the 
sugar industry in Russia and Austria, in the petroleum industry 
in Roumania and in the sulphur industry in Italy." 

The German government has intervened in various other ways 
in the management of industrial combinations, in some cases to 
bring about a settlement of disputes between cartels and their com- 
petitors or customers, in other cases to inquire into alleged abuses, 
and, finally, in certain cases, to counteract by administrative action 
the injurious effects of certain combinations. Thus in the steel 
industry the Prussian government has intervened to reconcile the 
differences of the integrated concerns with the straight rolling mills. 
The elaborate cartel investigation of the imperial government, 
initiated in 1902, was partly undertaken with this purpose and 
partly to obtain more extensive information as to the character 
of cartels and the necessity of government intervention.” Again in 
1901 the Prussian government made a special investigation of the 
coal cartels.® 

Administrative measures to control the conduct of cartels have 
not been numerous. It should be noted, however, that the Prussian 
railway administration has at certain times (1901, 1908) admitted 
foreign coal at specially low rates (raw materials rate) in order to 
modify prevailing high prices of the Coal Syndicate.” A comple- 
mentary measure, namely the suspension of the specially low rail- 
way rates on coal exports has also been applied (1908).” With a 
similar purpose in view the Imperial naval administration in 1908 

% Por Russia see Rutter: International Sugar Situation, U. S. Dept. of Agriculture, 1904, 
For Austria see Walker: The Sugar Situation in Austria, Political Science Quarterly, Dec., 1903, 
For Roumania and Italy see Denkschrift iber das Kariellwesen, 1V Teil, Berlin, 1908, pp. 142-154. 

" Kontradittorische Verhandlungen tiber Deutsche Kartelle. The results of this investigation 
which covered a number of different industries such as coal, iron and steel, paper, spirits, etc., 
were published in several volumes. 

8 Bericht der XN. Kommission betrefiend die Misstande bei dem Verschleiss der Kohlenproduk- — 
tion. Haus der Abgeordneten, 19 Legislaturperiode III Session 1901. 

"% Calwer: Handel und Wandel, 1900, pp. 84-85; Bericht des Rheinisch-Westfalischen Kohlen-— 
syndikais, 1901, p. 9: Karteil-Rundschau, Oct., 1908, p. 797. 

® Kariell-Rundschau, Oct., 1908, p. 797; Mar., 1910, p. 172. 
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asked for bids on coal supplies from British producers, and thereby 
obtained lower prices from the Coal Syndicate.*! 

A much more significant step was the acquisition of coal fields 
in the Ruhr district by the Prussian government in 1902, in order 
to obtain more independence in procuring its own supplies and a 
greater influence on the market prices. The Prussian government 
was already a large producer of coal in the Saar district and also in 
Upper Silesia. In the latter region it fixed prices more or less in 
harmony with the private producers. In 1904 an attempt was made 
to extend its holdings in the Ruhr district by the secret purchase 
of the shares of one of the largest coal companies (Hibernia) in the 
stock market, but this effort resulted in a complete fiasco.” 

The Coal Syndicate invited the Prussian government to become 
a member of the syndicate and offered it a veto on the advance of 
coal prices, but this was declined. The policy of the Prussian 
fiscus with respect to coal prices was not usually any more moderate 
than that of the Coal Syndicate. However, at the end of 1908 
it proceeded to lower the price of Saar coal before the Coal Syndi- 
cate had made any decrease, and this was regarded as a very signif- 
icant political act. Although the Prussian government’s mining 
administration in the Ruhr had repeatedly refused to enter the Coal 
Syndicate, in May, 1911, the Budget Commission recommended 
that this should be done for the purpose of obtaining a greater 
influence over coal prices. This recommendation was first put 
into effect during the present year; the Prussian mining adminis- 
tration is now a member of the Coal Syndicate and sells whatever 
coal the Prussian or Imperial governments do not require through 
the regular selling organization of the Syndicate.” It retains the 
right, however, to withdraw from this relationship whenever it 
deems it for the public interest. This agreement affects only the 
Westphalian coal mines of the government, but it is provided that, 
if no similar arrangement is consummated with respect to the govern- 
ment’s coal production in the Saar district, then this arrangement 
will lapse at the end of 1912, otherwise it will be continued till the 


Kartell-Rundschau, Mar., 1910, p. 172. 
= Cf. Walker: The Hibernia Fiasco, Qrvarterly Journal of Economics, 1905. 
% Schrifien des Vereins fir Socialpolitik, 116 Bd. Verhandlungen der Generalversammlung 
in Mannheim, 1905, pp. 282-283. 
™ Kartell-Rundschau, Mar., 1910, p. 172. 
% Kartell-Rundschau, May, 1911, p. 355. 
* Karteli-Rundschau, Feb., 1912, p. 130. 
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end of the present syndicate, which continues till 1915. Some | 
regard this agreement as giving the government a powerful influence 
over the price policy of the syndicate, while others declare it to be 
a virtual surrender by the government of its policy of preventing 
the syndicate’s maintaining a monopoly in the coal trade, and point 
to the fact that the syndicate is aiming at a control of the sale of 
Saar coal also.” 

: A very important act of economic policy which tends to increase 
_ the power of the government over industry, and thus indirectly 
to place some restraint on the growth of combinations, was the 
revision of the mining laws in 1907. By this law the almost un- 
limited right of private persons to take up unoccupied mineral 
deposits was greatly restricted with the purpose of retaining a part 
of these natural resources for the direct benefit of the government 
and the people as a whole. The socialists hailed this as a “triumph 
of socialistic principles.’ 

In considering Germany’s policy towards combinations three 
_ general conditions should be noted. First, Germany has a general 
company law which hinders financial excesses and promotes publicity, 
although it does not restrict consolidations or holding companies. 
Second, the railroads are almost exclusively owned and operated 
by the state or federal governments, which not only prevents the 
encouragement of monopolies through discriminatory rates, but 
also gives to the several governments a powerful influence over many 
branches of industry. Third, the several state governments are 
producers of various raw materials, including particularly coal, 
potash and lumber, which gives them an important influence in 
industry. It must be conceded, however, that this power has gen- 
erally been utilized for financial profit rather than for the benefit 
of the consumer. 

In fact, the policy of the German government, on the whole, 
has been rather to stimulate industry than to regulate it. This 
_ general protective policy, which is illustrated primarily in high 
customs taxes, is reflected also in substantial encouragement of 
cartels. In both of these directions its solicitude has been chiefly 
for the agricultural interest which is the main support of the existing 
social and political order. The conservative political parties (Cen- 


Kartell-Rundschau, Feb., 1912, p. 130. 
* Hue: Sosialistische Monatshefte, Apr., 1907, p. 17. » 
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trum, Conservative, Bund der Landwirte) have often attacked the 
cartels, particularly those in the industrial branches, and recom- 
mended their regulation,” although they have eagerly promoted 
similar organizations intended to benefit agricultural interests. 
The socialists and the national liberals have pursued a variable 
policy,” although the former have sometimes favored the cartels 
on the theory that they were simply paving the way for socialism. 
The government ministers have generally upheld them, and in some 
cases have been their ardent supporters.*t This has not prevented 
them, however, from developing the policy of government owner- 
ship. A few years ago a Bavarian minister declared that if condi- 
tions did not improve the Bavarian government would not hesitate 
to buy coal abroad or to build a rail mill.** In some branches of 
industry and trade, particularly in those in which cartels have not 
been successfully established, there is a good deal of opposition 
to the cartels,*™ not to speak of a general hostility from a large but 
more or less nondescript class generally known as the consumers. 
Taking the attitude in Germany as a whole, however, there is 
no doubt that it has been favorable to cartels. The characteristic 
feature of German policy in a positive sense may be described as a 
strong tendency towards the extension of government ownership 
and government enterprise. A striking illustration is found in the 
present effort of the government to establish a government monopoly 
in the sale of petroleum,* which has been brought about partly by 
the opposition to the Standard Oil Company’s control of the busi- 
ness in that country, and partly by the fact that German capital is 
largely interested in oil production in Roumania and Galicia, but has 
not had much success in marketing it in Germany. 


In England monopolies granted by the crown to private indi- 
viduals were partly abolished in the reign of James I, and practically 
all were done away with before the end of the seventeenth century. 


* Cf. Kartell-Rundschau, Jan., 1908, p. 24; Apr., 1908, p. 250; Mar., 1909, p. 220. 

* Cf, Kartell-Rundschau, Oct. 31, 1905, p. 577; Jan., 1908, p. 2; Mar., 1908, p. 175; April, 
1908, p. 251. 

% E. g. Rheinbaben, Cf. Kartell-Rundschau, Feb, 28, 1904, p. 286. 

® Kartell-Rundschau, Aug. 25, 1904, p. 619. 

8 Cf. Kartell-Rundschau, 1904, Mar. 30, 1904, p. 364; June 30, 1905, p. 339; May, 1907, p. 
285; Iron and Coal Trades Review, Sept. 22, 1911, p. 431. 

* Cf. Oil City Derrick, Mar. 25, 1912 (letter from Michael Murphy, president of the Pure Oil 
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a The ancient criminal statutes against monopolistic practices, such 
as regrating, forestalling and engrossing were repealed by the act of 
- 12 George III cap. 71, and the law of 2 and 3 Edward VI against 
conspiracies and agreements to fix prices, and the wages and hours 
of labor was repealed by the act of 5 George IV cap. 95. Under the 
2 ~common law, however, agreements in unreasonable restraint of trade 
remained unlawful until the law was amended by the act of 7 and 8 
+ Victoria cap. 24. The only relic of these criminal laws, apparently, 
_ is the prohibition against attempts to affect prices by spreading false 
‘reports or by preventing goods from being brought to market by 
force or by threats. Practically, however, the only law affecting 
- combinations to-day is the ancient common law respecting agree- 
ments in unreasonable restraint of trade, which are null and void.*® 
A striking exposition of English judicial opinion on this subject 
is the following excerpt from the opinion of Bowen, L. J., of the Court 
of Appeals, in Mogul Steamship Co. v. McGregor Gow & Co. et al. 

(1889) 

If indeed it could be plainly proved that the mere formation of ‘‘confer- 
ences,” “‘trusts,”’ or “‘associations”’ such as these were always necessarily injurious 
to the public—a view which invelves, perhaps, the disputable assumption that, 
in a country of free trade, and one which is not under the iron régime of statutory 
monopolies, such confederations can ever be really successful—and if the evil 
of them were not sufficiently dealt with by the common law rule, which held 
such agreements to be void as distinct from holding them to be criminal, there 
might be some reason for thinking that the common law ought to discover within 
its arsenal of sound common-sense principles some further remedy commensurate 
with the mischief. Neither of these assumptions is, to my mind, at all evident, 
nor is it the province of judges to mould and stretch the law of conspiracy in 
order to keep pace with the calculations of political economy. If peaceable 

and honest combinations of capital for purposes of trade competition are to be 
struck at, it must, I think, be by legislation, for I do not see that they are under 
the ban of the common law. 


The policy of the law, therefore, is to encourage competition, 
but it does not prohibit combination. Furthermore, while agree- 
ments in unreasonable restraint of trade are invalid, the English 
courts give a wide scope to the freedom of contract, and they have 
never interfered with a consolidation of competing industrial enter- 
prises into a single company, on this ground. 

% Cf. Mogul Steamship Co. ». McGregor, Gow & Co. et al., House of Lords, 1892, Appeal 


% 23 Queen's Bench Division (1889), p. 598. 
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The chief exception to this general policy in England is found 
with respect to railroads, a branch of business which scarcely belongs 
to the present topic of discussion. Nevertheless it may be noted 
that England recognized at an early date the monopolistic character 
of this business and legislated accordingly. Railroads were permitted 
to make agreements with respect to rates, but the rates were required 
to be reasonable, discriminations between persons were prohibited, 
and strict governmental supervision was established to insure the 
enforcement of the law. Recent efforts at extensive railroad amalga- 
mation resulted in the interference of the government to prevent 
their accomplishment. 

So also in respect to certain other public utilities, such as gas 
and water supply, docks and street railways, the strong monopolistic 
tendencies of the business were recognized, and private enterprises 
were placed under public regulation or public enterprises substituted 
for them. Even more remarkable developments of government 
intervention have taken place with respect to housing problems, but 
these municipal questions are hardly within the scope of the present 
subject, although significant with respect to the principles of govern- 
ment functions. 

In the police regulation of the liquor traffic the British govern- 
ment limited the number of licenses for the retail trade to such a 
degree as to give to such licenses the character of a special privilege 
of a quasi-monopolistic nature and also considerable commercial 
value. The trades affected thereby have claimed that these licenses 
were property rights which could not be justly withdrawn without 
compensation. In this contention they received the support of the 
conservative party and a political contest ensued on this question 
which was one of the causes for the recent constitutional crisis. 

In a field of monopoly which relates more directly to industry, 
namely, patents, the necessity of controlling harmful tendencies 
has been recognized also, though only at a recent date. By the Patent 
and Designs (Amendment) Act, 1907, restrictions are placed on the 
_ rights of the patentee which render agreements in restraint of trade 
and agreements contrary to public policy, null and void. Important 
limitations on patent monopolies are found in other countries, but 
the English law is of peculiar interest at the present time, and for that 
reason the following quotation is made from an official statement 
concerning this law: 
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The act also for the first time makes unlawful any restrictions or conditions 
attached to the sale of the patented article or process which are in restraint of 
trade and contrary to public policy. Previously some of the conditions imposed 
by patentees had prohibited purchasers, or licensees, from using any other 
vy articles of a similar character or making use of the inventions of other patentees, 
- = had bound the purchasers or licensees, for very extended periods, to purchase 

_ similar articles for the purposes of their trade from the patentee or his nominees. 

_ For the future, conditions such as these will be null and void, and means have 

been provided whereby existing contracts containing these conditions can be 
determined by either party on payment of reasonable compensation.” 


ihe 


Ordinary industrial combinations are, as already shown, either 
tolerated, as in the case of pools, or given full legal sanction, as in 
the case of amalgamations or consolidations of companies. Govern- 
ment intervention in their affairs is practically limited to the require- 
ments of the company law, which, however, goes far to promote 
publicity and to prevent such financial abuses as fraudulent pro- 
moting and stock watering. The holding company is permitted and 
it is frequently used to consolidate the control of companies. 

Apart from the postal and telegraph service and municipal 
public-service enterprises, the government practically abstains from 
direct participation in commercial or industrial activities. The 
most marked departure from this principle, apparently, is found 
in the agreement of the British government with the Cunard Steam- 
ship Company. In consideration for conducting its business accord- 
ing to certain rules and putting certain vessels when needed at the 
disposition of the Admiralty, the Cunard Company receives a large 
loan at a low rate of interest, and certain cash subsidies. The British 
government holds one share of the Cunard Steamship Company’s 
stock. While this is a striking departure from the usual British - 
policy, the motive was a political one.* % 

Although pools and trusts are common in England the govern- 
ment has not made any general public investigation of them. The 
Board of Trade, of course, is more or less cognizant of their doings. 
When a pool was organized among certain Scotch steel makers in 
1904, the government was asked in Parliament whether it would 
take any action thereon, to which the reply was made that the situa. 
tion did not seem to require intervention.” In 1908 Sir Gilber; 


* Board of Trade. Memorandum upon the work of the various departments showing legis- 
tion and the developments consequent on the new enactments, 1906-1909. London, 1910, 

% Macrosty: The Trust Movement in British Industry, London, 1907, p. 306. 

* Kartell-Rundschau, Mar. 30, 1904, p. 345. 
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Parker interpellated the Prime Minister on this subject in the fol- 
lowing terms: 


I beg to ask the Prime Minister whether he is aware of the existence in 
Great Britain of trusts, rings, cartels and other combinations having for their 
object the monopolisation of trades and markets, by regulating the output or 
by keeping up prices and stifling competition; and, seeing that such combina- 
tions are in restraint of trade, and are, therefore, inconsistent with the present 
free trade policy of the country, whether he will take steps to restrain the increas- 
ing monopolistic operations of foreign trusts in the United Kingdom; and whether 
the Government will grant a Royal Commission or a Select Committee to inquire 
into the existence of railway conferences, shipping rings, coal rings, industrial 
combinations of the iron and steel trades, such as the Railmakers Syndicate 
and other organizations like the Imperial Tobacco Trust, the Meat Trust, and 
the German Electrical Manufacturers Trust. 


To this inquiry the Prime Minister, Mr. Asquith, replied as 
follows: 

I am aware of the existence of trade combinations of the kind referred to 
_ in the United Kingdom, and I agree that in some cases the effects of these may 
be prejudicial to the public interest. But the operations of such trusts are neces- 
sarily more circumscribed and less mischievous here than in other countries in 
which they are fostered by a general customs tariff, and I doubt whether there 
would at the present time be any advantage in such an inquiry as the hon. mem- 
ber suggests.” 

Already (Nov. 30, 1906) a Royal Commission had been estab- 
lished to investigate the shipping rings, and this commission made an 
elaborate report thereon in 1909. These shipping rings which are 
often international in character, have long controlled the rates of 
freight and maintained their hold over shippers by a system of 
rebates to those shippers who patronized them exclusively. The 
general tenor of the Royal Commission’s report was that measures 
should be taken to promote the settlement of disputes by private 
conferences, conciliation and arbitration between the steamship 
lines and the shippers, and that the Board of Trade should lend its 
aid thereto. No further action by the Board of Trade was recom- 
mended, unless national interests were affected, when it might 
inquire into the matter and report to Parliament. To further these 
ends the commission recommended, among other things, that the 
Board of Trade be authorized to obtain confidential information 
on pertinent matters.*! 


® Parliamentary Debates, House of Commons, April 29, 1908. 
* Report of the Royal Commission on a Rings, Vol. I, 1909, pp. 87-89. 
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> and My More recently, 1909, the government made an investigation 
as to “*how far and in what manner the general supply, distribution 
and price of meat in the United Kingdom are controlled or affected 
by any combinations of firms or companies.’ The principal find- 


ings of this committee were expressed as follows: 


In conclusion, we are of opinion that the combination which exists to the 
salle extent we have described between four of the United States companies engaged 
we in the beef trade in the United Kingdom is not at present sufficiently powerful 
to be a serious danger to the beef trade as a whole.* 


; While the best known writers on the subject of industrial combi- 

“nations in England, as for example, Mr. Hirst, Mr. Macrosty and 

Prof. Levy have described in detail numerous and sometimes highly 
= combinations in English industry, they agree with 
the Prime Minister that England’s free trade policy furnishes an 
important safeguard, although they do not recognize it as a complete 
one. The low transportation rates in a small island like Great 
Britain, together with its proximity to other large industrial countries, 
is another factor to be considered in judging this laissez-faire policy. 
Both of these factors, however, may be neutralized by international 
combinations of which the rail syndicate and the shipping rings 
already mentioned are only two examples of a class that is already 
numerous. 


Canada 
In contrast with England, the policy of Canada towards indus- 
trial combinations has been distinctly repressive. By a criminal 
statute enacted in 1889 it is declared an indictable offense for per- 
sons to combine to unduly limit the facilities of production, to 
restrain or injure trade or commerce, to unreasonably enhance 
prices, or to unduly prevent or lessen competition.“ The terms of 
the law are much more elaborate and specific in form, but it is not 
necessary to quote them verbatim. Section 498 provides exptessly 
that these prohibitions do not apply to combinations of workmen 
for their reasonable protection as such. In this connection it may 
be noted that a like exemption has been inferred by the courts with 


@ Board of Trade. Report of the Departmental Commitice Appointed to Inquire into Combina- 
tions in the Meat Trade. London, 1909. 


- “ The Criminal Code, Revised Statutes. 1906, sections 496 to 498, inclusive. fll 
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respect to combinations of employers to oppose combinations of 
workmen.* 

This law was passed, apparently, as a result of an investigation 
into combinations in Canada which immediately preceded it, and 
which revealed the existence of a large number of agreements among 
dealers intended to restrict competition.” 

It appears that twelve cases have been tried under this law, 
including both criminal and civil actions. In seven criminal cases 
tried conviction was secured in five, while in five civil suits this law 
was twice successfully pleaded in bar of judgment. In none of 
these cases did the question o a consolidation of competitors appear. 
This criminal statute, it should be noted, applies to undue restric- 
tion of production, unreasonable enhancement of prices, etc. 

Another means of curbing combinations is found in the act 
to amend the Inland Revenue Act (August 10, 1904). This provides 
substantially that in the case of licensed trades the Minister of 
Inland Revenue may revoke a license, (1) where the licensee makes 
contracts of sale or commission with the condition that competing 
articles shall not be handled by the vendee or agent, or, (2) where 
the terms of such contracts are such that the profit of the vendee or 
agent would be greater, if he did not handle such competing articles. 
The licensed trades covered by this law are principally manufacturers 
of malt and spirituous liquors and of tobacco. The act was aimed 
principally at the American Tobacco Company. 

Another law aimed at monopolistic combinations is found in 
the Patent Act (Revised Statutes, 1906, Chapter 69, Sections 42 
and 44), which provides substantially that, if a patentee does not 
meet the reasonable requirements of the public in regard to the 
patented article, compulsory licenses may be given for its manu- 
facture. It is understood that no application has yet been made 
of this provision of the law. 

Still another means of bringing an obnoxious combination to 
terms was found in the Customs Tariff of 1907, which provided 
substantially that if, as a result of a judgment in a Canadian court, 
it appeared to the Governor in Council that a combination existed 
in Canada with respect to the manufacture of an article, and that 
this combination was facilitated by the existence of a tariff duty, 

Lefebvre ». Knott, 13 Canadian Criminal Cases, 223 (1907). 


© Report of the Select Committee to Investigate Alleged Combinations in Manufactures, Trade 
and Insurance in Canada, Ottawa, 1888. 
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then the Governor in Council might admit such article free of dut y 
or reduce the duty, so as to give the public the benefit of reasonable 
competition. The only instance of the application of this law seems 
a have been in February, 1902, when the duties on certain kinds 
of paper were reduced from 25 per cent to 15 per cent ad valorem. 
_ This was the result of a complaint by the Canadian Press Association 
in May, 1900, against a combination of paper manufacturers. This 

_ provision of the customs law was repealed by the Combines Investi- 
gation Act, 1910, which substituted, however, an almcst indentical 
rule. 

Finally, may be noted a very ingenious law known as the Com- 
bines Investigation Act, 1910, which incorporates several elements 
of the laws already described and adds a novel plan of investigation 
and publicity. The law defines a ‘‘combine”’ in detail, the broad 
elements being the existence of agreements for fixing prices, restrict- 
ing competition, or controlling production, to the detriment of 
producers or consumers, and is made to include, also, a trust, 
monopoly or merger. 

Briefly stated the system of investigation provided is as follows: 
If six or more British subjects of full age and residents of Canada 
believe that a combine exists which has enhanced prices or restricted 
competition to the detriment of consumers or producers, they may 
make a written application to a judge for an order directing an investi- 
gation, specifying the particulars of the case. Upon such application 
being made the judge shall give a hearing, and, if the complaint 
appears to have reasonable foundation, the judge shall order investi- 
gation by a board. Such board shall consist of three persons, one 
of whom shall be appointed on the recommendation of the com- 
plainants, the second on the recommendation of the parties com- 
plained of, while the third shall be a judge recommended by the 
first two. This board shall proceed to investigate the complaint 
with powers to summon witnesses and to require the production 
of books and papers. The report of the findings of this board, 
made after diligent investigation, shall be published in The Canada 
Gazette. 

As a result of such investigation and report, in addition to the 
important remedy of publicity thus effected, certain positive meas- 
ures for correcting abuses may be taken, namely, reduction of cus- 
toms duties, revocation of patent and criminal prosecution. The 
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provisions for the reduction of customs duties are substantially the 
same as those described above in connection with the Customs 
Tariff, 1907, and need not be repeated here. A patent shall be liable 
to revocation, if the patentee makes use of his exclusive privilege 
to unduly limit facilities for producing, manufacturing, transporting 
or dealing in any article of commerce, or to restrain trade or com- 
merce, etc. If the board reports that a patent has been so used, 
an action for revocation may be initiated by certain officers in the 
court having jurisdiction of this subject, and the patent may be 
revoked by the court, if the evidence requires it. The prohibitions 
of the criminal code under section 498, already indicated above, 
are practically reiterated in this act. A person found guilty of 
offending these prohibitions is declared ‘‘liable to a penalty not 
exceeding one thousand dollars and costs for each day after the 
expiration of ten days, or such further extension of time as in the 
opinion of the Board may be necessary, from the date of publication 
of the report of the board in The Canada Gazetie during which such 
person continues to offend.’ 

Mr. R. L. Borden, now prime minister, observed during the 
debates on this law that it is not quite clear what the exact relations 
are between this part of this act and the criminal code which it 
practically re-enacts.” It may be noted that the penalties are dif- 
ferent, and in this case do not include any penalties of imprison- 
ment, though there is a possibility of much higher fines. 

The author of this very interesting measure was Mr. King, 
at that time Minister of Labour. In submitting it to the Canadian 
Parliament he insisted on the feature of publicity as being of the 
first importance, and said further: ‘In introducing this legislation 
no attempt is being made to legislate against combines, mergers 
and trusts as such, the whole intention is to place some restraint 
on these large aggregations of capital so that the advantages which 
may come from large combinations of wealth may in some measure 
be secured to the public who have helped to make possible these 
large combinations.’ 

The only proceedings had under this act are in the case of 
Drouin et al. v. United Shoe Machinery Co. of Canada, which were 
begun November 10, 1910. The Shoe Machinery Co. resisted the 


* Canada House of Commons Debates, Tuesday, April 26, 1910, p. 8173 (unrevised edition), 
“ Canada. House of Commons Debates, Tuesday, April 12, 1910, p. 6959 (unrevised edition) 
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proceedings at every stage, even carrying an unsuccessful appeal 
in the initial stages of the investigation to the judicial committee 
of the Privy Council. The report of the Board has not yet been 
published. 

Even this brief survey of Canadian legislation makes it evident 
that Canada is acting betimes with the firm purpose of restraining 
combinations from injurious exploitation of the public. In this she 
is simply repeating what she has done in the management of her 
railroads, which though of great extent and financial power, are 
under a comprehensive and efficient system of regulation and admin- 
istrative control. 

United States 

The subject of the policy of the United States in regard to com- 
binations is such a large one, and is being discussed so fully on this 
occasion, that it would be out of place to attempt to consider it 
here, except by the briefest general reference. So far as the general 
conditions tending to promote industrial combinations are con- 
cerned, it may be said that almost everything, apart from the crim- 
inal statutes against them, has tended to promote their development. 
Even our criminal statutes have had an important influence in 
determining their character—that is, in promoting the formation of 
large consolidations as distinguished from temporary combinations 
among independent concerns. This was particularly the case before 
it was realized that the law could be applied as effectively to such 
mergers as to agreements between competing concerns. 

The federal and state governments have slowly but finally 
tightened the bands of the law, and compelled obedience thereto. 
In the case of railroad corporations public control in general has 
been more successful, which may be attributed in part to the fact 
that there were not the same uncertainties as to the meaning of the 
law, and in part to the establishment of administrative organs of 
regulation and control. Federal administrative control of industrial 
combinations has not yet been extended beyond the field of publicity. 
Certain states have made important progress in the establishment 
of commissions for regulating public-service corporations, insurance, 
ete. The United States still lacks a general system of corporation 
law, while the state corporation laws have been extremely lax and 
in particular have placed little restraint on the formation of holding 
companies. In another and very important direction there has 
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been, however, a great advance in recent years, namely, in formulat- 
ing and applying policies which shall reserve to the public in a 
greater degree the control and use of natural resources. Within 
the present weck the President has recommended to Congress that 
potash and nitrate lands be excluded from the general right of entry. 


Conclusion 


If a broader survey were made of the policies of various coun- 
tries towards industrial combinations it would be found, judging 
simply from their legal status, that Belgium and Italy belong sub- 
stantially in the same category with Germany, that Austria and 
Hungary are in the same category with England, and that France, 
Russia, Australia, New Zealand and Cape Colony are in the same 
category with Canada and the United States.” The legal status of 
industrial combinations, as already stated, does not, however, fully 
reveal the policy of a country thereto, and the limits of this paper 
do not permit a particular discussion of the various other circum- 
stances in respect to such policy. 

In conclusion it may be fairly said that, in spite of wide differ- 
ences in the conditions of the several countries as well as in their 
laws, there is observable a distinct tendency towards a greater 
degree of restriction and control of industrial combinations. The 
means which have been adopted for this purpose vary as widely 
as the laws themselves. In Germany, for example, the tendency 
is towards an expansion of state industry and participation by the 
government in the business and direction of industrial combinations. 
In Canada, on the other hand, publicity and restrictive legislation 
are almost wholly relied on. The United States is pursuing prac- 
tically the same policy as Canada, with possibly greater tendencies 
towards the public control of natural resources. In England alone 
has a comparatively laissez-faire policy been adhered to in this 
respect, although frequent government intervention in labor diffi- 
culties makes evident that it is a question of practice rather than 
of principle.” 


# Cf. Walker: Laws Concerning Monopolistic Combinations in Continental Europe. Political 
Science Quarterly, Mar., 1905; Denkschrift iiber das Kartellwesen, 1V Teil, Berlin, 1908; Trusts in 
Foreign Countries, Laws and References Concerning Industrial Combinalions in Australia, Canada, 
New Zealand and Continental Europe, Government Printing Office, Washington, 1911. 

% At the time this paper was read (March 30, 1912) the British government was attempting 
to bring about the settlement of a great coal strike by fixing minimum wages of miners by Act of 
Parliament. 
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Mr. M. M. DAWSON: The meeting will now be thrown open 
for discussion, and before entering upon that I am requested to pro- 
pose a question which has been handed up to be read. It is 
addressed to Mr. King, by Mr. Charles C. Bulkley, of Philadel- 
phia. ‘By whom is the expense of the inquiry in Canada to be 
borne? Will it be practicable to compel such heavy cost to be 
borne by such combines as unsuccessfully contest?’ 


Mr. W. L. MACKENZIE KING: I apologize, ladies and 
gentlemen, for having omitted to speak of expenses in my remarks. 
The whole cost of these investigations is borne by the government. 
It is, as I explained before, an inquiry. The parties are put to the 
preliminary expense of drawing their own declarations, and appear- 
ing before a judge and making out a prima facie case, but even as 
to this the judge has discretion to order the government to refund 


any expense, parties may have been put to in the preliminary 
stage. Should it appear that some parties have preferred a 
complaint for a purely personal motive or for spite the judge would 
robably not recommend payment in such a case. But once a 
board is ordered, the government bears all the necessary expenses 
of the inquiry. Members of the board do not receive a very 
large consideration, they are allowed twenty dollars a day and 
expenses; that is to say, traveling and living expenses, during 
the course of the inquiry. Witnesses are paid just as in a court of 
justice, according to the scale prevailing in the courts of the prov- 
ince in which the investigation is proceeding. In the matter of 
counsel, the government may, if the minister desires, employ coun- 
sel to assist the board. He is not in the position of a prosecuting 
attorney, but in the position of an expert investigato1, to help the 
board, to assist the two parties, rather than one party as against 
the other. Should parties feel that they wish to have their own 
counsel present as well, they have to obtain the consent of the board. 
I hope you would not mind my saying that a large section of the 
public has a horror of technicalities, and the business cf a lawyer 
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in some cases would seem to be to thwart rather than facilitate full 
inquiry, to prevent certain things from being discovered. The act 
has contemplated this possibility and it is therefore provided while 
a board may allow solicitors to be retained by combines or trusts 
and to appear and assist them, it may dispense with their services 
at any stage if these services appear to be impeding the real object 
which is to get at all the information the board is seeking. If the 
parties have their own counsel they must bear their expenses, unless 
the board orders differently. 

The suggestion is made that the combine might, in the event of 
its turning out to have operated against the public interest, be obliged 
to pay the costs. Personally I do not think that it is wise that 
a requirement of that kind should be made, and for this reason: 
The important thing to keep before the public is that these are not 
criminal prosecutions, but investigations, and investigations the cost 
of which in the public interest the state ought to be prepared to bear. 
If the investigation reveals that a combine is carrying on a course of 
conduct detrimental to the public interest, there is an opportunity for 
punishment through the criminal sections of the act. That reminds 
me that I omitted to state that the criminal code contained a pro- 
vision which makes persons criminally liable, who unduly enhance 
prices, or unduly restrain trade, etc. That is simply the English 
common law re-enacted in the form of a statute. It has been found 
wise to retain this section, but as I think your experience has been 
here in part, it has been found that this business of proceeding 
against corporations through a public prosecutor and leaving it to 
the attorney-general to single out particular concerns, is invidious 
from many points of view and does not result, in many cases, in 
successful prosecutions. If it appears, from the facts that the 
investigation discloses, that there has clearly been wrongful conduct 
on the part cf any concern, it may still be proceeded against under 
that criminal section of the act, with this additional circumstance, 
that the public has all the evidence that the board has brought to 
light in its inquiry. The mere fact that you have machinery ever 
ready for getting at the facts, and give them publicity, will, we 
believe, without the law being put into operation, at all, have the 
effect of restraining corporations from acts which would render them 


liable under the criminal code. 
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Mr. R. L. KIMBROUGH: Just as we had, in Washington, the 
man through whom the American colonists took the first step in our 
national evolution of securing our national independence, and the 
succeeding years were consumed in its successful organization and 
establishment; and just as we had in Lincoln, the man through 
whom we took our second step and extended that independence to 
every American citizen, and the succeeding years were consumed — 
in the reconstruction; so to-day the American people are demanding _ 
commercial independence for every American citizen, and we are | 
looking for a leader through whom the work can best be accomplished. — 

In my travels and studies for the last ten years over thirty- 
eight states and Canada, I have condensed what the American — 
people are demanding into three fundamental statements. 

What are they? 

1. The universal establishment of the principles and teachings 
of the kingdom of God as the recognized basis of all business and of 
all government. 

2. The permanent employment of all men on the basis of a 
good annual income and under good sanitary conditions. 7 

The organization and the reorganization of ail business | 
enterprises on these two principles with a profit-sharing basis, guar- _ 
anteed under simple state and federal regulations. 

There is a universal industrial, economic, political, social 
and religious unrest. 

By putting all business and government operations on the first: 
principle—righteousness, the square deal, the golden rule basis— 
then you remove the cause of all unrest—selfishness. You make 
it easy to continue to develop into our national best. 

Giving all men a good annual income increases their purchasing 
power. An increased national purchasing power means increased 
demands which will automatically keep all manufacturing indus- 
tries running under proper regulation at full capacity. With those 
two elements of our national industries running at full time and 
permanently employed, all merchants will have profitable business 
under proper regulation. 

Those three will afford permanent work for all clerical, profes- 
sional, and clearing house men at increased salaries and incomes. 
In turn these four classes will keep the farmers busy raising enough 
food at good prices to feed all the other classes. 
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Then we have the national health, wealth and happiness of 
all men, all because the corporations are required to give an annual 
income to all their employees on the most liberal basis which the 
business will justify. 

Since business in the last twenty-five years has passed from the 
individual ownership to the incorporated form of ownership, then 
we must modify the charter requirements so as to require the 
following : 

1. All corporations to issue only one class of stock to be full 
paid at the actual value of the property plus the necessary working 
capital, to be paid into the treasury and go into the business and 
not into private pockets, to be sold at par, or above par; and from 
one-third to one-half, or more, of the stock issue to be held for and 
sold to the employees as they save their ten or hundred dollars, 
and all future improvement or extension issues to be sold to the 
employees, giving them the first refusal, and any balance to be 
offered to the public. 

2. That all corporation charters require that annual contracts 
be made with all employees with a guaranteed annual income. 

3. That public statements showing proper organization and all 
transactions according to these three principles be made at stated 
times to all employees, to all stockholders, to the state, and to the 
federal government; and imprisonment for any false statements 
discovered in said publicity reports. 

National laws enacted upon these three principles, and letting 
all details work themselves out according to these fundamental 
bases, will give an immediate and permanent solution to all our 
local, state and national problems. 

In the absence of any immediate national legislation, the cor- 
porations themselves can solve the problems by voluntarily going 
upon the basis of these principles and so publishing the fact to the 
American people. 

There would be such a flood of capital and of orders pouring 
in upon the corporation that will take the initiative, that all others 
would follow in self-defense. 

The American people are ready to furnish the capital and the 
orders to put this system into immediate operation. 

The main cause of all this unrest is the selfish and inequitable 
distribution of the profits resulting from improper combinations of 


= 


| 
. 
a 
t 
a 
| > ; 
a 
| 


The Annals of the American Acadany 


industries—giving a few men undue advantages and corrupting 
profits. 

The American people desire that efficient, proper, and profitable 
combinations continue in all lines of industries, but they do demand 
some of the profits of all such proper big combinations, so that our 
nation can continue to command its share of the world trade resulting | 
from the world rising standards of | .ing among all peoples. 


Mr. A. H. MULLIKEN, Cuicaco: Individual facts sometimes 
forcibly illustrate the general tendency. The cement industry of 
Kansas, a few years ago, was exceedingly prosperous, so much so 


that it attracted capital and a large number of plants were erected. © 3 


Free and unrestrained competition between these plants brought — 


each industry to ruin or practically so. The price of cement in two 


years in that market fell from $1.10 a barrel to forty cents a barrel. 


Within a short time the Central Cement Company of West Vir- 


ginia was organized, and bought the assets of sixteen of these Kansas __ 
cement companies. The president of one of these companies was — 

asked how he dared to go into a combination of this kind, in violation | os 
of the Sherman law. His reply was, ‘“‘Dare? We have to do it or 
bust!”” The attorney of the combination was also asked the same | 


question. ‘‘It is simply a question for these plant owners between _ 


uncertainty and certainty, the uncertainty being an interpretation | 

of the Sherman law, which no one has definitely determined, and the 

certainty of ruin, owing to free competition, unless we people get 

Mr. OBERLIN SMITH, Paneunee, FERRACUTE MACHINE 
Co., BripGeTton, N. J.: The tendency of this Academy, and many 
other sociological societies, as well as various progressive business 
organizations, is toward altruism—the helping of all by all. We are 
working in this direction; but it will come slowly, and we cannot 
expect its full development very soon. 

But there is another point of view; we are learning to work 
in a new way with an old tool, efficiency. This appeals to even the 
so-called greedy corporations who will not be appealed to by mere 
altruism. The road toward more universal happiness, by adding 
so greatly to the wealth of the nations, that we can all have a com- 
a share, lies in the avoidance of waste, the tremendous waste 
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actice. In the direction of production we are making 
vast strides. In the operation of many of our industries, the work 
of Mr. Taylor and his disciples has already added greatly to the 
wealth of the world, and this within a very few years past. Not 
only has the invention of high-speed steel more than doubled the 
speed of cutting metals, but the systems of organization which these 
men have instituted have in many cases doubled the amount of work 
which an operative can perform in a given time, and this with less 
effort and with higher wages than before. 

To supplement these factory methods which have proved so 
successful the next important reform movement which has begun, 
and which we must carry on to the end, is the proper care and pro- 
tection of the human element, as well as the material. We must 
keep our men in good repair, as well as our machines, and to this 
end we must promote compensation for injuries without litigation 
or other dispute and, eventually, we must get compensation also 
for sickness and unemployment. These reforms already have gone 
far in European countries, most recently, as we all know, in con- 
servative England. Very much yet needs to be done in this country, 
in the way perhaps of some form of state insurance. Continuation 
of the present system is absolutely out of the question and we should 
feel deep national shame at the figures lately made public in this 
and other societies showing that, during one recent year, the em- 
ployers in this country paid out about $100,000,000 for compensation 
to workmen who only got about $25,000,000 of it. The remainder 
must have gone chiefly to lawyers and insurance people. Thus our 
administration of this work has cost us about seventy-five per cent for 
expenses, against about twelve per centin Germany. Whena reform 
of these evils has been accomplished, together with the improvement 
of our factories in the way of safety and sanitation, we shall have so 
increased the health and happiness of our industrial operatives not 
only physically but also psychologically, owing to their feeling of 
security against sudden and dire disasters that even the corpora- 
tions will regard the additional expense as money well invested, 
from a merely financial point of view. Some of the biggest of them 
are already instituting ‘‘ welfare work.” 

Although efficient production is thus rapidly being established 
we find that in distribution we are far behind, and that the absolute 
waste of wealth is something enormous to contemplate. Tremendous 
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reforms in simplifying litigation, in selling our goods, in the way of 
avoiding numerous middlemen, duplicate transportation, a vast 
mass of useless advertising, etc., is too great a subject to speak about 
here and now. Probably this will be one of the most important 
subjects for all of our economists to consider in the near future. 
It may prove a bigger factor than we now think in reducing the 
“cost of living.” 

It may not be known to all my hearers that only last week in j 
New York a number of us spent a couple of days in organizing a 
brand new anti-waste society with over eight hundred charter mem- 
bers, many of them eminent men in various walks of life, and well 
scattered throughout the country. There are, to begin with, fifteen 
directors; and the first president is Mr. James G. Cannon, of the 
Fourth National Bank, New York. We cannot yet tell what the 
work of this society will amount to, but its intentions are good and 
it may be the means of favorably influencing many great questions. 
During the discussions it was surprising to hear how many phases: 
of non-wastefulness such a society might tackle, not only in the 
engineering of production work, but in questions of law, politics, 
and perhaps even religion. At the first banquet of the society we 
had present the mayor of New York and many were delighted to 
find a man in his position, himself a lawyer and a former judge, so 
earnest in a desire to reform the action of the courts in the interests 
of simplicity and celerity, together with non-meddlesomeness in 
legislation. 

In adopting the very concise and definite constitution and by- 
laws of the new society all unnecessary words were stricken out, 
even the article “‘the’’ at the beginning was dropped so that its title 
is simply “Efficiency Society.” May its future work be as good 
as its beginning! 

For all of us to attain the truest efficiency, we shall doubtless 
later on be obliged to arrange for government ownership, or control, 
of many public utilities, as has been done in other countries. This 
no doubt will always evoke a howl against the bogy, “ Paternalism.” 
Perhaps that is a terror, but shall we not, as the spirit of peace and 
good will increases among us, backed by common sense, adopt 
as our mascot that good fairy, rather than bogey, whose name is 
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Mr. JOHN H. BARTLETT, DELEGATE BY APPOINTMENT OF 
GOVERNOR OF New Hampsuire: Since I have prepared no paper, 
your rules granting ‘‘leave to print’’ do not apply to me in the least, 
but coming here as a representative of the State of New Hampshire, 
and being so cordially invited, I am impelled to say a word which is 
uppermost in my mind, and I will address what I say to you more as 
jurors to persuade you on certain questions of fact rather than help 
instruct you on any questions of law or theory. You have already 
been instructed by the very highest authority in the land as to what 
the law or economic theories are or ought to be. 

I want to say this. There is not at this moment, neither has 
there been during this great convention, a single poor person in this 
hall—poor in the sense in which we treat the subject of poverty 
in the great social and economic scheme of society. I want you to 
think of that a moment until you thoroughly realize it, that in all our 
deliberations there has not been present one of those poor persons 
about whom we have been talking; and yet, in all these papers and 
in all our discussions, we have been talking about what is good and 
proper and beneficial for “us,” as if we were representative of the 
whole. Probably one-half of all the population of this country is 
poor financially, in the sense in which I mean it, and yet not one of 
them has been here to-day. I want you to consider why it is that 
none of them has been here. I will tell you. It is because that poor 
man is over in yonder mill toiling without cessation from morning 
until night every day in the week, and, as we have already been 
informed to-day, at an average wage of seventeen cents an hour. 
That fellow who works for seventeen cents an hour I have not had 
off my mind for a moment all day. I did not know that he worked 
as cheap as that. We sometimes are late in getting the news up in 
New Hampshire. Now, if he, desiring to come here, should take even 
one hour off his job, he has to figure so closely on his wages on Satur- 
day night that he would be unable to buy a pair of socks for his little 
boy or girl, or some other absolute necessity, at the end of the week. 

We have been holding these conventions and other conventions 
and great assemblages and political meetings all over this country 
for years and years and years, telling what we are going to do or ought 
to do for the poor man or the laboring man. I want to sound this 
note of warning. If we, the more fortunate class of the community, 
do not stop talking about what we are going to do with them or for 
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them and actually do something for them, they will wake up to a 
realization of their power and will declare in too violent a manner 
what they propose todo with usortous. I donot say this asa labor 
leader, like Mr. Gompers who has addressed you, neither as a laborer, 
nor as one claiming to be especially allied with labor, although I 
cannot help harking back only a few years to when I, with eight 
brothers and sisters, in a humble home in New Hampshire, thought 
I was extremely poor, and my sympathies now never cease to burn 
for those who feel the sting of poverty. And such accumulations 
as I have been fortunate enough to make undoubtedly came, directly 
or indirectly, from the brow of the laboring man who did not receive 
his share of the profits of industry. But I wish to reiterate, that we 
must get ourselves into a mental atiitude where we can realize the 
hardships of the really poor and be willing to shape the commercial 
and productive machinery of this country in such a way that the 
really poor man can obtain from his hard labor enough to support 
himself and his little family decently, and unless the more favored 
portion of the community and the wealthy people of the land realize 
the rights and demands of the poor and voluntarily, themselves, 
take the leadership in giving them their rights, there will arise a 
crop of irrational and unreasoning leaders who will arouse and stir 
the passions of the poor to acts which may be disastrous. 

The only weapon which the laboring man has, when he is denied 
the right to strike, is the ballot. The great trusts have so shaped 
their scheme of employment and pensions and bounties that organ- 
ized union labor, in its ability to strike and enforce its demands, is 
almost a nullity. The tendency of the trusts to monopolize labor 
in any given direction is growing larger and larger, and when you see 
one concern employing two hundred thousand laborers, more than 
there are in the states of New Hampshire and Vermont together, 
it is very easy to look forward to a rapidly approaching day when 
each kind of industry will be dominated or practically controlled by 
one gigantic concern, or allied interests, so that the laborer who is 
discharged from that concern has no other place to seek employment. 
If, then, the weapon to strike is practically denied him, he will resort 
to the ballot and under reckless and unscrupulous leadership will 
adopt desperate remedies along the lines of socialism and anarchy 
which might, and would be, averted if men of sober judgment could — 
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look ahead and take the leadership along rational lines into their 
own hands. 

It is easy to see how capital can unite. The great men who con- 
trol capital, and all the leading lines of industry in this country, can 
readily communicate with each otherinashort time. They can agree 
upon prices without detection. They can fix the prices of the articles 
the poor man must consume, either under the guise of law or a gen- 

_ tleman’s agreement, and so far as I can see, the consumers will be 
obliged to pay. They can put prices up or down at their pleasure. 
The poor man, unorganized, is practically at the mercy of organized 
capital in the prices which he shall pay for the necessaries of life, 

_ and which he shall receive for his labor. My point is, that capital 

can organize and labor cannot. That is, labor cannot organize in 
the perfect way in which capital can. Consumers would starve or 
: freeze if they undertook to boycott capital. But the ballot, when 
_ the laborer discovers that he has it, can be used in such a way that 

- capital and all industries will suffer. By the ballot he can control 
_ prices and do other socialistic and anarchistic things which we are 
rapidly compelling him to do. My note of warning, in brief, is sim- 

_ ply this. We must give to the poor man a fair show in the struggle 

for existence, or we are inviting upon us a calamity which words 
cannot describe. Now it is high time that the manufacturers, that 

_ the capitalists of this country get right down together and take the 

laborer by the hand and reason it out with him, and do it fairly and 

. justly, before he gets too angry about it. 
y I do not mean to criticize in the least the addresses to which we 
have listened to-day. The courtesy and consideration with which 
_ speakers of diametrically opposite positions treated each other was 

_ most commendable. The advanced position taken by such distin- 

_ guished men as Professors Wyman and Meade is a significant omen. 

_ They took the position flatly that unless we can restore to the market 
place competition and insure reasonable prices to the consumer, the 

government must control prices. The position which these gentle- 
men took is far in advance of the position which politicians dare to 
take, and yet it is an inevitable conclusion. And when men, in such 
a dispassionate way, lay down these principles, it will crystalize 

_ public thought into channels of activity which will result in good, 
because their sober, serious judgment cannot be criticized, as the 

appeal of the demagogue on the stump, but will assist in molding 
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public sentiment, regardless of party, and will bring the two extremes 
of society into closer and more humane relations. 


W. A. DOUGLASS, B.A., Toronto, Ont.: At the back of all 
this contention about competition, combines and trusts are there not 
some serious maladjustments, to which we should give our first 
attention? Should we not first try to remove these, and then, if 
we still find that there are any unjust combinations, are we not in a 
much better position to apply the appropriate remedies? 

To make this clear permit me to call attention to the develop- 
ment of this continent, a development without a parallel in the his- 
_ tory of humanity. A hundred and twenty years ago in this republic, 
there were about four million people; at the present time the number 
is a hundred million. While the general population has doubled 
every twenty-five years, the civic population has doubled every ten 
years. 

It was inevitable that this development must have a two-fold 
result. On the one hand, millions of people devoted their utmost 

energy and their utmost skill to clear the forest, construct the cities, 

. _ and fabricate the various appliances needed by the people. They 
put forth every effort to make these things as abundant and cheap 
as possible. On the other hand, as the population concentrated 
- more and more in the large cities, the land became more and more 

_ gecarce and more and more dear. Here we have the two opposite 
movements, opposite just as a debit is opposite to a credit. The 
= of the crops and the buildings is due to individual energy pro- 
ducing, while the value of the land is due to the population crowding. 

. Suppose I had inherited one of those acres situated on the center 
of this city or New York or Chicago, what would be my relationship 
; to my fellow men? Would I be inventing all sorts of machinery to 
“ make goods abundant and cheap? Verily, nay. As the people 

7 crowded more, I could say to the producers, Pay me more, pay me 
more. To me it would be increasing fortune, and to the toilers who 
produced the abundance, it would be increasing obligation, till I 
uld collect in a single year as much as the average workman would 
obtain in a thousand years. While that workman is taxed at every 
turn by systems that walk in darkness and which compel him to 
surrender many days’ toil in the year, I would never be called on to 
surrender a single hour. I would enjoy all the benefits of civilization 
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without any of its burdens, while the man who is struggling to pay 
off the mortgage on his farm must help to support the burden of 
government and to support me besides. This goes a long way to 
explain why it is that, while some men own millions of dollars, there 
are others who do not own a single dollar. The commissioners of 
charity in New York City reported last year that every eighth 
person in that city was in receipt of charity. 

If a man is despoiled, it matters not whether the spoliation is 
done by an individual or by a combine. Should we not attend to 
this rectification of the taxation question first, and then attend to 
the combines after, if they require it? 


Mr. D. M. JOHNSON, Cuester, Pa.: I was thinking of the 
proposition of the single taxer. I am nota single taxer, nor a socialist, 
but if I were a single taxer, it seems to me I would go the whole 
length. I would say, that no man should own any property; that 
property belongs to God Almighty and man has the right to only 
use it. As to the recall proposition, which seems to have been with- 
drawn as to Ohio, I am glad of it. I am glad for the sake of the 
men who may be elected mayors of the cities of Ohio that there is 
to be no recall. I happened to be mayor of a city in the State of 
Pennsylvania, when we had a strike, and a gentleman of the Board 
of Trade said that if there had been a recall during the trolley strike 
we would have had a new mayor every week. It might have been 
a good thing. The golden rule has been mentioned. Of course if 
we lived by the golden rule and everybody understood in concrete 
form what the golden rule is, as applied to our own business and 
that of every other business man, then we would not need any of 
these conventions nor would we have any need of congress or legis- 
latures. Mr. President, we act in the concrete and not in the 
abstract. Until we can apply the golden rule, until we are so far 
advanced that we as individuals can practically apply the principles 
of the golden rule to our actions, we have to embody as much of it 
in our statutes and in our laws as we can endeavor to carry out. 
But whether we have it in statute form or not, we all ought to try 
and lead on to that end. I have paid some attention to the question 
of strikes. What is a strike? Theoretically it is the inalienable 
right of a man to quit work; practically it is assaults, batteries, 
dynamiting, murder, killing; and I know what it is practically. 
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I condemn no man when I stand on this floor to-day. I am not 
picking out any man or set of men or any class of men, but I say 
that it becomes the people to look into these things, to see whether 
there is not some remedy. I know it produces these horrible results. 
I am not saying who do these things, and I do net propose even by 
innuendo to condemn any man by what I say here to-day; but I 
say that the crime of having our civilization or lack of civilization 
go on in this way cries fora remedy. I would like to have some man 
prepare a paper who is capable of offering some practical solution 
of this thing, and read it to this or some other convention. Some- 
where I want to see some solution by which this thing may be ended 
and done away with. 


Miss FAYE MARIE HARTLEY, Lincotn, Nes.: As far as I 
know, I am the only representative here from Nebraska, and more 
than that, I am the only delegate from any organized group of coun- 
try people. I represent the Rural Life Commission of Nebraska, 
which was created by the Nebraska Farmers’ Congress, and I shall 
try to speak simply as a mouthpiece of that congress. The men at 
the head of this movement are in Nebraska, too busy working out 
the salvation of the state to come east to a meeting, and J have come 
in their stead. 

The fact that out of forty speakers scheduled to speak at this 
session there is not one who represents in any way the agricultural © 
interests of this country; and the fact that there is only one speaker 
out of the forty to represent the labor unions, which are the only 
channel through which the laboring men as a class ever have spoken, 
make it very clear, it seems to me, that this meeting, like many 
similar ones which meet over the country during the year, is founded 
on a wrong principle. Let us remember Abraham Lincoln, who said 
that this should continue to be a government for the people and 
by the people. 

I feel that men like Mr. Fitch, of The Survey, and Mr. Garfield, 
of Cleveland, who are earnestly and conscientiously striving to 
uplift the people, are acting on as fundamentally wrong a basis as 
the many men we have been hearing who sincerely feel that for 
the last twenty years or so they alone have been the Moseses on 
whom the country depended for salvation. Only the people are 
going to work out the salvation of the people. When a man goes — 
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through a university, perhaps takes a law course, and moves hence- 
forth among professional people and with professional ideas, he gets 
an experience which the plain man does not, but he also misses the 
experience the plain man has; and I believe the everyday man is 
as capable of deciding for himself what he needs as is the professional 
expert, and perhaps a little more capable. The only thing to do 
is to join hands, exchange experiences, and work together. Let 
us go to the people and say, “It’s up to you—this is your job,” and 
stop talking about uplifting them. 

We let Omaha run things for us in Nebraska for a good many 
years, and when we became restive we let them lull us to sleep again 
with the same well-meant benevolent promises that everything was 
going beautifully. Now we have realized that “if you want a thing 
done, do it yourself,” and the Nebraska Farmers’ Congress is the 
result, run by farmers, and meeting with farmers all over the state. 
It is doing things. All this talk of anarchy and violent socialism 
that has been frightening some of you, is simply the incoherent 
mutterings of that great sleepy giant, the people, who is having a 
bad nightmare, but who will presently wake up, be provoked at 
his own sleepiness, and take sensible, practical measures to set things 
right, without overturning everything. Columbia is a good-natured 
giant as well as a sensible one, and while she may administer punish- 
ment to some of her children who have become too big-headed and 
felt that everything depended on them, you need not fear any such 
awful catastrophe as a number of speakers have prophesied. 

The Nebraska Farmers’ Congress believes in full publicity, and 
in combination which is democratic and fair. 
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THE SHERMAN ANTI-TRUST LAW AND THE BUSINESS 


OF THE COUNTRY 


By JoserpH T. TAaLBert, 


7 Vice President, National City Bank of New York. 
We are witnessing in the Twentieth Century more universal, 
insistent and determined demands on the part of the masses every- 
where for extension of civil and political rights, than at any time in 
history. There seems to be a world-wide movement of general 
dissatisfaction and of social unrest, finding expression in many 
ways. In some countries the struggle is for freedom and politi- 
cal rights; in others, where liberty and freedom already are enjoyed, 
the tendency is towards socialism, or towards the destruction of special 
privilege and the distribution of opportunity, if not of property. 
It is futile to blind ourselves to these facts, and vain to oppose the 
forces which underlie them. In order that we may understand the 
full meaning of these movements, it may be well to go back to their 
origin and trace their course down to an application to the problems 
confronting us. Possibly in the light of history thus revealed we 
may see more clearly the ultimate destination, and be able thereby 
go to direct the movement as to secure the greatest good to all, with 
the least possible injustice to any. 
The significance of this world-wide unrest may be summed up in a 
_ phrase. It is an awakening of the people; a realization of their power 
and supremacy. That the movement in this country to regulate 
and control capital eventually will result in good to the masses cannot 
_ be doubted. The history of all similar movements in the past proves 
it. It would seem, therefore, to be the duty of all who influence 
public opinion, and have power to lead and mould it, to seek not so 
much to check the movement as to direct its course in such manner 
that the blindly instinctive impulses of human nature may not 
destroy the economical organizations of capital, which are useful in 
_ commerce and absolutely essential to the national welfare, but that 
_ the good in them may be preserved for the benefit of each individual 
in his struggle for subsistence. If the influential and thoughtful 
men, in public and private life, could seize and hold to this idea, laying 
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aside all hysteria and political buncombe on the one hand, and aban- 
doning all opposition or defiance of popular authority and power on 
the other hand, and work in co-operation, substantial progress could 
and quickly would be made. 

From the Reformation down to the middle of the Nineteenth 
Century the great factors which stimulated the spirit of inquiry in 
respect of the civil rights and privileges of mankind were (1) the Re- 
vival of Letters; (2) the Development of the Art of Printing; and 
(3) the Extension of Geographical Knowledge. Nearly every half- 
century of that period witnessed progress and development of social 
relations, increasing security in personal and property rights, and a 
higher general level of welfare. There were periods when the tides 
of progress rose in higher and higher floods, and then there would 
come the inevitable ebbs. Every forward impulse, however, marked 
substantial gains; humanity advanced and firmly set foot upon higher 
ground. Periods of stagnation, or of apparent retrogression, were 
but the intervals required for the people to grasp and incorporate 
for their permanent benefit new political ideas into the structure of 
society. 

Let us analyze briefly the nature of these factors, which for three 
hundred years so powerfully influenced social and political conditions. 
and whose influence is ever increasing and becoming more and more © 
powerful. We find at a glance that they constitute a triumvirate 
of the greatest forcesin human progress. The Revival of Letters sup- 
plied the means of intelligence to the people; the Printing Press caused 
intelligence to become disseminated, gradually and very slowly at 
first, but surely and always in widening circles. Geographical Dis- 
coveries gave opportunity in new lands for the application of knowl- 
edge and the development of trade. The opportunity being seized, 
another long step forward was made. Through such successive steps 
political rights were increased, trade extended, wealth accumulated 
and society advanced. Thus we find that not in knowledge on the — 
part of priests alone, nor in divine rights on the part of kings, but in 


the enlightenment of the whole mass of the people lie the mainsprings _ 


of progress and the torchlights of civilization. 

During no similar period in the past have these forces been so 
active and influential as during the sixty years which include the last 
half of the Nineteenth and thus far into the Twentieth Century. 
At no time have the Girect purposes of the people been more clearly | 
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defined. Never have they moved with greater certainty of success. 
But the inventions and discoveries which have been made during the 
period mentioned have been so remarkable, and they have so wonder- 
fully developed the complexity of our social, political and industrial 
relations, that new impetus, accelerated power, and vastly increased 
influence have been given to the forces which were continuously 
at work, until now they have become irresistible. The best that 
can be ‘done is properly to direct them for the common good. These 
forces, acting under the stimuli of new inventions and discoveries, 
have created a series of new problems encompassing nearly every con- 
ceivable condition and aspect of human interest and activity. It 
will become the task, and it is the duty, of the student, the scholar, 
and of the practical and thoughtful man of business, to solve them. 
It must be done patiently and calmly, in the light of knowledge and 
experience, and in a spirit of unselfish patriotism, with an earnest 
desire for the commonweal. It is certain that much of the current 
discussion leads to no solution of the vital problems while it tends 
only to obscure the real questions at issue and to confound the 
whole subject. 

Among the multitude of new problems, one group stands out 
conspicuously and demands immediate consideration and solution, 
because there are directly involved the trade and commerce of the 
country, which now languish, and upon the free and uninterrupted 
course of which national welfare and prosperity depend. The ques- 
tion, therefore, is vital. As to those various other groups, political 
and social, time in its process of testing, grinding and sifting, will 
be the great elaborator of truths and measures. 

The general topic of this discussion, ‘Competition and Combi- 
nation in Industry and Commerce,”” embraces the whole group of 
pressing problems to which I have referred. That portion of it dealt 
with in this paper permits but a glimpse of the other questions, but 
it bears so directly upon trade that it assumes a degree of importance 
out of all proportion to the mere question itself. 

“Has the Enforcement of the Anti-Trust Act Been of Benefit 
to the Country?’ In fairness, the answer should be partly affirmative 
and partly negative. If the determination of the question as a whole 
depends, however, upon the preponderance of good or of evil which 
has resulted from its enforcement thus far, or which may result here- 
after, the matter becomes merely one of opinion, and the truth is 
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“obscured i in doubt. We may readily see much of apparent good that 
5 has been accomplished, or, rather. results that were thought tobe good, 
_ some of which undoubtedly are good; but the extent of resulting 
evils likely to develop in the future, while not less certain, is not 
easily measured. We know that the day of arrogance and oppression 
on the part of organized capital in this country has passed forever. 
_ We know that corporate monopoly of the necessaries of life has 
ceased, or will cease under the enforcement of this act. We know 
that the act is useful, in that it places in the hands of government 
the power to prevent oppression and injury to the rights of all to 
_ compete in trade. We know that these things are good, but we do 
_ not know to what harmful ends a strict enforcement of the act may 
- lead. I believe that such enforcement is impracticable, if not actually 
impossible, and that it would be subversive of the best interests of 
the public, and destructive of our trade. The point which most 
concerns each individual, and consequently the state, is what effect 

the enforcement which is now actually asserted will have upon the 
prices of the necessaries of life and upon wages. This is the real issue, 

and the question is open. 
hi Under the complex conditions already described, the requirements 
of our ninety million people, whose wealth and numbers are increas- 
ing, have become enormous and will continue to grow. The produc- 
tion, manufacture and distribution of these requirements have made 
Bo -necessary combinations of large capital for purposes of efficiency and 
economy and for the legitimate gains to be derived from the employ- 
_ ment of these factors in trade, rather than for the purpose of raising 
a Indeed, it cannot be shown that trusts which are not actual 
_ monoplies have increased the oun of their seapesrses on the whole 


purchased by them have increased. As to the causes of these increases 
shall inquire further. 
—) In so far as our domestic trade is concerned, it is by no means cer- 
tain that we can afford to sacrifice the economic benefits gained through 
_ the trusts, and to disregard the natural laws of competition and pro- 
duction which brought them into existence, in exchange for the appar- 
ent benefits derived. Time alone can determine this question. But 
it is perfectly certain that we cannot afford to do so ia respect of our 
Free commerce, for there we come in competition with goods 
manufactured in foreign countries where trusts and monopolies not 
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only are permitted but are fostered and encouraged, and where also 
there are lower wage scales. The combined influences of two such 
handicaps on our foreign commerce will be reflected most seriously 
in our trade balances. 

Of course, we may enact and enforce statutes either in ignorance 
_ or in defiance of economic laws, but we cannot thereby suspend their 
operations, nor escape the consequences of their violation. We lack 
“no experience of this truth in respect of our monetary statutes, and 
the experiences of the past will be renewed from time to time = 
our statutes shall be made to conform to natural laws. 

These contentions undoubtedly are sound, but however inter- 
esting it might be to follow them, it will be of greater practical benefit 
to pursue a different line of thought. The fact of public hostility — 
towards trusts, monopolies, and big business generally, and a deter- _ 
mination to control them even at the cost of destruction, might better — 
be admitted, and the time thus gained be employed in seeking the 
cause of this attitude and in endeavoring to find the best method of © 
dealing with it. 

The enormous increase in the cost of living within the past ten or 
twelve years has been felt by all classes, and particularly by wage _ 
earners and those possessing fixed incomes. During that period — 
trusts and combinations have flourished and multiplied. Themanu- _ 
facturers of nearly every necessary of life have grouped and combined, 
always with the apparent result of raising prices and the cost of living. 
The public has groaned under this burden, which now has become 
intolerable. A change is demanded; and a change there will be. 
In fact, it already hascome. But unfortunately the change probably 
will be for the worse. Certainly there is no evidence thus far that it 
will be for the better. When this is discovered, as it will be in time, . 
public resentment may know no bounds, because of disappointment __ 
and failure. The people have been misled in matters of cause — 
effect on prices, and these are fundamental errors. The public has | 
been told, and now believes, that the trusts have wickedly “raised — 
prices,” and therefore the public will destroy the trusts. The truth, Fr 
in definite and concrete terms, is this: No trust or combination of © 
capital, organized for the purpose of raising prices and thereby making 
extortionate profits in trade, could exist except through a virtual 
monopoly of some natural product. (Secret trade processes and — 
patented inventions, which partake of the nature of natural monoplies, 
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do not and should not enter into this consideration.) In every yery case 


of a trust, competition has been, and always will be, inevitable; 
while the numbers of trusts virtually monopolizing any natural pro- 
duct in this country are so few that they may easily be identified 
and brought to book. The dangers from this source and from trust 
operations generally have been greatly overestimated. The one 
purpose alone which can bring into existence and sustain with profit 
any large combination of capital engaged in trade is the effecting 
of economies in manufacture, sale and distribution. Naturally these 
influences, even under the mildest and most nominal state of compe- 
tition, would have a tendency towards establishing and maintaining 
stability of prices, and towards offsetting the upward pressure of other 
influences. But we know that there has been upward pressure 
sufficiently strong to overcome all the economies effected by the trusts 
and to bring enormous risesin prices. If it be not the trusts, it may 
be well to inquire what agencies are responsible for these rises. 

This pressure has been exerted steadily and with increasing 
force by a number of perfectly well-defined influences, the aggregate 
weight of which amounts to many times the combined influences of 
all the trusts. Among these other influences, are: 

I. The actual increase in the character and volume of our neces- 
sities, and in the consumption of our natural products. This may 
well be illustrated by the home consumption now of practically all 
our grain at one dollar or more per bushel, as against our former 
export of large quantities at fifty or sixty cents per bushel. 

II. The increased cost of producing food and raw materials, 
because of increased land values, which in turn are due in large part 
to the extension of railways, and to the increasing radius of urban 
and suburban development through the use of the automobile and 
the trolley. 

III. The increasing ratio of urban and suburban population, 
and the decreasing ratio of farm population, resulting in scarcity 
of productive farm labor and in an oversupply of non-productive 
clerical, half-educated, unskilled city labor. 

IV. Our national habits of profligacy and extravagance; our 
constant indulgence in a higher, more expensive and luxurious scale 
of living, which in turn compel demands for increased wages and higher 
pay. This may well be illustrated by the increased per capita cost 
of administering municipal affairs. In se me this cost in New 
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York City has increased about twelve hundred per cent, or from 
’ about $2.50 per capita to nearly $30.00 per capita annually. Since 
" this enormous increase falls on property owners and taxpayers, nec- 
-__ essarily it entails higher rents, higher property values, higher costs 
of manufactured products and higher costs of living. These entail 
higher wages and still higher living costs. The one accentuates the 
other. 
A better illustration may be found in the ‘enormous increase 
in the variety of expenditures for unproductive consumption.” 
°, ‘Such, for example, are the family automobile and telephone, theatres 
and picture shows, jewels and extravagant dress; amusements, 
excursions, and vacations, societies, clubs, dinners and card parties,” 
with an innumerable list of similar pleasures and entertainments, 
ae, hy the maintenance of which is expensive in the matter of cash outlay 
~ and doubly so because their support requires the employment of many 
"4 hundreds of thousands of individuals in unproductive pursuits, 
whose potential capacity to produce food or raiment for themselves 
and others not only is lost to the community, but whose own suste- 
~ nance must be produced, manufactured, transported, sold and deliv- 
by others. 
In the consideration of all economic questions, and particularly 
_ those relating to the cost of living, there is one fundamental truth 
from which there is no escape, and that is that all which we eat and 
wear and subsist upon is at last, directly or indirectly, the product 
» of the soil. As the soil producers decrease, and the non-productive 
consumers increase, the cost of necessaries must continue to rise. 
_ Every individual consumer, whatever his station, his position, or 
his means, if he be not a producer himself of some necessary of life, 
= a charge upon those who are. In the working out of economic 
law that charge must be compensated. This fact is as certain and as 
inevitable as death itself. 
V. The enormous increase in the production of gold. 
Of this factor the public knows little or nothing, but its influence 
_ on prices is of the very greatest importance. It may be counted at 
_ present one of the dominating factors, but one whose influence may 
_ shortly be expected to diminish, because of the improbability of con- 


be _ tinued increases in production beyond the world’s needs. 
Due apportionment of the weight of these several influences on 
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prices, on the costs of living, and upon our economic problems gen- 
erally, would seem to acquit the trusts of a very large part if not of all 
responsibility for these burdens. Indeed it is not at all certain that 
prices might not have been higher but for the trusts and for their 
— economical production and distribution of goods; nor that prices 


_ that rises in the case of trust-tainted goods have not been greater than 
they have been in farm products or in land values. Certainly the 
‘Millers’ Trust’ did not put up the price of wheat; nor the“ Spinners’ 
Trust” the price of cotton; nor the “ Packers’ Trust” the price of 
Cattle. It is well enough to say that in the cases of these and other 


the rises were due to increased demands with which the trusts have 
nothing to do. w is causing the increased comand 


‘, trust influences? Are not them extra-trust influences equally opera- 
tive in respect of prices of goods of all whether 


values and farm products? The fact must be acknowledged, and it 
suggests much food for reflection, if it does not indeed supply con- 
be clusive evidence that the trusts have had but slight influence, if any 
_ at all, on the rise in prices. 
It would require too much space and elaboration of detail to 
_ undertake to trace the combined effect of these extraneous influences 
on prices generally, or even upon the cost of a single manufactured 
article, but in view of its pertinence, and instructive value, it will 
be well worth while to examine the question briefly. Let us take the 
cost of a sirloin steak, served in a first-class Fifth Avenue restaurant 
to-day, as compared with the cost of it twenty-five years ago. In 
the first place the steer is bred and grazed for several years on land 
worth anywhere from ten to twenty dollars per acre, as against fifty 
cents to one dollar then. The investment in the breeding cattle has 
been more than doubled, the wages of herders increased, and the 
living expenses of the stockman doubled; the animal is transported 
north and fed upon corn which has doubled in price; the expenses 
of the feeder (and his helpers) have increased, his lands have doubled 
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or trebled in value. The animal is shipped to a central market and : 
sold through a commission merchant, who adds his tolls. The packer 
buys and absorbs all additional costs up to this point. His initial out- 
lay and interest charges are greater. He faces increased costs of __ 
butchering, refrigerating and distributing, because of higher rents 
(or land values), taxes, operating costs, labor (both common and 
skilled), and of every other element entering into the manufacture 
and sale. Then comes the retailer, with his increased rents and other 
expenses, including delivery. Finally, the caterer again with his 
higher rents, larger pay to chefs, stewards and help. Thus we see 7 
all along the line, from prairie range to dining table, a continuous a a 
accumulation of costs. Included in these items are at least five dis- 
tinct increases due to higher rents and land values. First, the grazing 
land, then the farm, the packing plant, the retail shop, and the 
restaurant. There probably are fifty items of increase due to higher a 
labor costs, and as many more in the matter of materials used in aie 
manufacture and transportation sale, and service. In each instance _ 
a small percentage of profit must be added on the increased outlay; 
thus each succeeding charge operates to compound all the preceding 
ones. 
This illustration is typical. It might as aptly be made ofaplate _ 
of oysters, of a silk dress, of a pair of shoes, or of a locomotive. a 
The illustration affords but a bare outline of the continuous 
piling up of charges by every hand through which an article passes. — 
In absorbing the product the consumer absorbs all these charges, 
with their compounded and multiplied profits. 
However much these facts may be deserving of consideration; 
however little influence the trusts, as such, may have had on the rise 
in prices, the people honestly believe that they have been the victims 
of corporate rapacity and greed. They believe, and not without 
some reason, that they have been plundered and oppressed. Few 
of us indeed are there who could honestly say in our own hearts that 
we have not known of some such instances. All of us do know that 
some years ago things were done and sanctioned by men acting in 
their capacities as directors of corporations, which they as individuals 
would have scorned to do. Happily, we have grown out of that. We 
have learned in such cases to hold the individuals themselves respon- 
sible, and this marks the beginning of the end of the practice. Just 
so, we have grown out of another and more primitive condition of _ 
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society, wherein cold-blooded murders were commonly committed 
“fon the field of honor,”’ under a code which permitted every man to 
be the judge and avenger of his own honor.- I do not seek to defend 
corporate dishonesty, nor to justify their corrupt practices of the past, 
any more than to defend the duel; but merely to present an undis- 
torted view of the fact that the tolerant state of society which per- 
mitted honorable assassinations a hundred years ago is closely related 
to a similar state of the public mind which until recently permitted 
and sanctioned the practice of dishonest corporate acts. It is the 
fashion now to proclaim the dishonesty of the men who did these 
things, and to cry aloud for their punishment, because public senti- 
ment has changed and now demands corporate as well as individ- 
ual honesty of purpose and of conduct. This is good, and as it 
should be; it is a distinct advance. But those of us whose grand- 
fathers believed in and for the most part practiced the “‘ code of honor”’ 
would scarcely be willing to admit that our ancestors were murderers 
at heart. I have heard men now living and occupying high places in 
the public service, whose honesty and integrity cannot be questioned, 
declare that the fortunes which they amassed while in trade came in a 
large part from railway and other rebates. Who, indeed, in the past 
has not enjoyed some such favors? Who, for instance, has not at one 
time or another ridden upon a railway pass, and while doing so thought 
it perfectly proper? Yet the majority of us, now not legally entitled 
to it, would consider it dishonest to accept a pass, would scorn to use 
it, and would look upon its offer as in the nature of a bribe. This is 
- not because we are better than our fathers were, but only because the 
fashion has changed for the better. For this very reason, we should 
not, nor can we in fairness permit our judgments to become beclouded 
in respect of the honesty of men who labored even in recent times 
under different standards. 

This change in sentiment on the part of the public does not relate 
to small manufacturers and dealers, because the public does not 
fear them as trade units, and does not understand what a tremendous 
factor they are in the general programme of price raising. Never- 
_ theless, these small competitors while standing in the front ranks of re- 
formers and accusers of the trusts, are exacting and successfully 
wringing from the public percentages of profits in their transactions 
which would put to shame the most rapacious monopoly. The 
operations of one big malefactor, or of a group of them, may be 
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conspicuous by reason of size, and therefore be easily assailable, 
while the operations’ of these small traders pass unnoticed, although 
in the aggregate they are far greater than those of the trusts and 
conducted by methods far more oppressive and predatory. Perhaps 
when the trusts have all been dissolved, and the expected fall in 
prices does not occur, the public may, in still further searching for 
causes, discover what a big factor these little fellows really are, 
and what an expensive piece of sentimentality it is, at the cost 
of the public, to maintain them with their limited distributing 
efficiency. 

Attention already has been called to the inevitable failure to 
reduce prices by “busting the trusts,”” because a certain fundamental 
law of trade which called the trusts into existence in the first place, 
and which has made them an important, necessary and (in some form) 
permanent factor in trade, is ignored. That law is embodied in the 
inexorable necessity of meeting competitive prices and if possible 
overcoming them by reducing the cost of production and sale. It 
has been said that the tariff, which is an artificial law, is the ‘‘mother 
of trusts;” but if so, then the necessity of keeping down the costs of 
manufacture, which is the natural law of competitive trade, is their 
“father.’’ We may ignore the law, but it will not cease to operate. 
Having destroyed the power of the trust to cheapen the cost of pro- 
duction and sale, the result must be increased cost to the consumer. 
Let us never lose sight of the fact that no manufacturer, whether a 
trust, an independent corporation, or an individual, ever can or ever 
does for any considerable period absorb and assimilate losses incident 
to increased cost of production and sale, whether such losses are 
occasioned by increases in wages, or in the cost of raw materials, 
or otherwise. In the very nature of things it would be impossible to 
do so and remain solvent. Profit is the ultimate aim of all trade. 
The consumer not only pays the profit, but the total cost of produc- 
tion, sale and delivery. 

The question of cheap distribution is one which presses harder 
and harder upon the independent small manufacturer. It is a ques- 
tion of the relative cost of selling his goods as compared with that of 
his competitors, the trusts. Does anyone suppose, when the trusts 
are dissolved, that the small manufacturer will be better able thereby 
to reduce his selling cost? Let us take, for example, the manufacturer 
of a single complete line of agricultural implements—plows, including, 
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In order to sell these goods to the trade he must maiitain a sales organ- 
ization and a depot at each of the principal cities in the farming region. 
But inasmuch 


ss trust—which may have brought together in combination a group of 
i = ag plants manufacturing all lines, or many lines of farm implements and 
utensils, from threshers, buggies, wagons and automobiles, down to 
plows, windmills, gas-engines and cream separators. The selling 
of these several lines may be effected at but slightly increased cost 
over a single line. This is one of the most stubborn and pressing 
facts confronting American manufacturers in all save the few lines 
where there is little competition or where selling costs are nominal. 
The inevitable result of this pressure is to draw the independent 
into some form of selling alliance. The original and natural plan was 
to combine in competing lines, incidentally removing as many com- 
petitors as there were units absorbed; but (except where a monopoly 
might have been so formed) the removal of a competitor remained 
a mere incident, the chief thing gained being a scaling down of selling 
costs, thereby strengthening ability to meet the remaining competi- 
tors in the field. The method was effective and insured profits with- 
out any advance in prices. But since this method had become illegal, 
the same necessity still exists, and we find a tendency to form new 
groups of non-competing but allied lines. This re-grouping must and 
will go on, unless prices are to be still further advanced. 
7 Consider the great mail order houses and department stores; 
how they have grown and are prospering. How many thousands 
of small merchants, manufacturers and dealers have they put out of 
business? What is the secret of their growth and prosperity? It 
_ is merely a question of economical and efficient merchandising, and 
of cheap distribution, the buying or manufacturing of goods by whole- 
sale and the retailing of them at low selling cost. This cannot be 
called trade piracy, nor oppression. The prosperity of the depart- 
i store, which serves the urban population, and of the mail order 


Re house, which serves the rural districts, attests their popularity and 
proves their economic usefulness. And yet they do undoubtedly 

_ strangle the little fellows. If anyone doubts this, let him make inquiry 


_ of interior merchants and tradesmen throughout the country, and 
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even of the more pretentious dealers in small cities nane the dis- 
tributing centers. No farmer ever hated more violently, or for better 
reasons, a railroad which cut his farm in two, than do country mer- 
chants hate and fear the growing power of the big distributing stores. 
On questioning an officer of one of the large organizations of this 
kind, which is located in the middle west, and which commenced 
business ‘‘on a shoestring’’ not many years ago, he made the surprising | 
statement that his company enjoyed its largest trade in the east, 
particularly in the states of New York and Pennsylvania. Being © 
asked — he explained this re gee fact, when the west and south 


Service. 

eaiieatian may be found in the violent hostility of the country © 
press of the west and south, which naturally is in sympathy with _ 
local tradesmen. The eastern press is not so hostile, because the | 
influence of the invasion is less apparent there. These stores prosper 
because they give better values for the same money than the small — 
dealers can give. And yet, among the reasons urged recently by . sa) “ 


retail cigar dealers of New York for governmental interference with 
the business of the United Cigar Stores, was that they can and 


do give the people better values for the same money. Even if these P' 


stores are a trust, under strict interpretation of the law, is it possible, 
in the face of such statements on the part of independent dealers, 
to believe that the dissolution of the combination would be followed 
by a fall in retail prices of cigars? 

Again, to emphasize the controlling importance of the questions 
of sale and distribution, let us examine into the case of the packers, 
who have so long been under fire. Their organizations and trade — 
agreements, if such exist, may constitute a trust; perhaps they do. 
But even so, an examination of the facts will show that the na 
who are the consumers of meat, and the farmers and stockmen, who 


are the producers of it, are the chief beneficiaries of the combination. is. 


In view of popular misunderstanding and prejudice, and of vigorous 
prosecutions of the packers by the government, these statements 


require analysis and proof. The packers buy a bullock, say of ten writ 4 


or twelve hundredweight, paying at present prices from sixty to _ 
aie ane dollars per head on foot. They slaughter the animal, 


Sor 


% 


— | 
( Effect of the Shermas nli-lT rust La 231 Se 
rt 
‘ 
¥ said that the larger sales in the east were due to its denser population >) = 
; and to better distributing facilities, t the Rural Free Delivery “ig 
| 
Sy 
2 
— 


Annals of the American Academy 


sell and distribute the product, manufacture hide, hair, bone, blood, 
offal, hoofs and horns, and receive a clear gain of less than one dollar 
per head. Even this small profit is secured only by employing the 
most exact methods and exercising economies unknown and impossible 
under old methods of local slaughter. The public receives the best of 
meats, carefully inspected by the government, both on foot and 
dressed, free of the possibility of diseased conditions, slaughtered 
and refrigerated under the best possible sanitary surroundings, trans- 
ported and delivered clean and wholesome to the consumer. The 
producer receives a better price than he ever did or could if the 
““system”’ were dissolved and cattle were butchered at hundreds of 
small slaughter houses scattered everywhere. The yearly profits of 
the packers on the total volume of their business amount to less than 
two per cent. Can any large industry, whether conducted as a pri- 
vate enterprise, as an independent company, or as a trust, safely 
operate on a smaller margin? It is so small, in fact, that the slightest 
blunder or miscalculation would turn the business into a loss. Where 
the profits are so slender in proportion to volume, and are gained only 
by the strictest economy in every department, is it conceivable that 
prices to the consumer would be reduced by terminating these 
methods? Under such conditions, in so important an industry, can 
there be any reason for further regulation than the prevention of 
unfair competition or the use of oppressive methods against the 
independents? The profits of the ‘“‘ Packers’ Trust’”’ on gross sales 
are less than one-third in percentage of those of the big mail order 
houses, whose existence already has been shown to be an economic 
benefit. That the packers’ methods are neither unfair nor oppressive 
to competitors and independents is proved by the fact that a num- 
ber of independents are operating successfully and peacefully in 
competition. 

Take the Steel Corporation, now under attack by the government. 
Before its formation the steel trade was chaotic, and exhibited a series 
of peaks of high prices and valleys of depression that were truly 
demoralizing. Through efficiency and economies in production and 
sale, and with no unfair or destructive methods, the corporation has 
created and maintained for ten years a condition of equilibrium and 
stability in the trade unknown before. It has not extorted high 
prices in comparison with other lines of manufacture. Its methods 
and operations have been open, and its affairs, including its profits, 


932 | 
| 
| 
| 
| 
a | 4 
> 
é 
i a 
ir 
‘ 


og 


Effect of the Sherman Anti-Trust Law 


so fully and frankly exhibited to the public, that the corporation has 
been held up as an example and a model. Its policies have been sound 
and conservative, its securities have been bought by the public and 
accepted as standard industrials. Can anyone fairly say that this 
company’s operations have been subversive of public interests? 
Can any open-minded person believe that a disintegration of this 
company will benefit the public or the company’s 120,000 share- 
holders? Does the public generally know that in the interests of 
economy of production this corporation has expended probably one 
hundred million dollars in building great steel plants at Gary, Indiana? 
This site, at the foot of the Great Lakes, was selected in the light of 
experience and practical knowledge as being the one particular place 
in this country where the ore, the fuel and flux, necessary for making 
steel, could be most economically assembled in their raw states, 
manufactured and distributed on a large scale. All this has been 
done, and a new city created where sand dunes were before, not in 
order to raise prices, but to reduce cost. This great industrial 
development is the concrete result of a combination of capital, 
brains, experience and business sagacity of the highest order. Wher- 
ever such combinations exist in the aid of trade, as in this instance, 
their disruption, far from doing good, will amount to public calamities. 

Let us take another example, which is chosen because it involves 
one department of the business of a great corporation, which though 
highly competitive in other departments, is in this particular one 
nearly an absolute monopoly, and as unique as it is useful and bene- 
ficial in its monopolistic operations. I refer to the sleeping car 
business of the Pullman Company. As manufacturers of all kinds 
of passenger coaches, freight and street-railway cars, they are strong 
and active competitors, as all car-builders know; but as owners and 
operators of sleeping cars, and certain classes of parlor cars, they have 
no competition. If there were not some good reasons, beneficial 
alike to the railways operating these cars and to the public using them, 
this condition of monopoly could not exist. These reasons are simple 
and economically sound. They lie in the fact that outside of two or 
three of the big systems no railway uses normally in its passenger 
service, or could afford to own, more than one-half the number of 
sleeping coaches and tourist cars which may on occasion be required 
to move its seasonal or special excursion traffic. It would be a dead 
loss to have capital permanently invested in idle cars, or in those used 


- 
- 
‘ 
a 
je 
4 
q 
4 
7 


The Annals of the American Academy 


only on such occasions. In the same manner exactly would it be 
unprofitable in operation and impossible in competition, for a manu- 
facturer having high seasonal requirements of capital for short 
periods to pay in as permanent capital an amount equal to his maxi- 
mum needs. The alternative is to borrow. The Pullman Company 
for this reason has grown to be a clearing house for high class standard 
sleeping car equipment, upon which all the “ borrowing’’ roads may 
and do draw, on short notice, according to their needs, paying only 
for what they use and for the time the cars are employed. The total 
of such equipment maintained by the Pullman Company is designed 
to be equal to the requirements of all the roads at any given time, as 
has been demonstrated in their experience. In physical railroading 
it is a unique application of the Central Bank idea of concentrating 
gold reserves for eflective and economic use. In the case of the Pull- 
man Company great economies are effected, for there are not large 
numbers of idle cars. The company can, and does, therefore, main- 
tain uniform and incomparably superior service, and supply better 
and cleaner cars at far less cost to the roads and to the public than the 
railways themselves could do. Take for example the easy and 
expeditious moving of the crowds that flock to Grand Army meetings, 
political conventions, etc. Every road leading to the place of meeting 
makes requisition and is supplied the needed cars. Without such an 
arrangement the moving of crowds with speed and comfort would 
be impossible. Shall we break up this mutually satisfactory service 
because it is a monopoly, and either go without sleeping cars, or 
pay higher prices for less clean, comfortable and well served ones? 
The same idea underlies the operation of livestock car lines, refriger- 
ator cars, and others of like kind. The principle might with great 
economy be utilized on a large scale in the case of freight cars, for 
the lack of which traffic often is impeded on the poor and smaller 
roads. 

While we are on the subject of monopolies, it may be well briefly 
to discuss the two remaining classes with which we have to deal in 
this country. Fortunately neither is charged with any dangers 
to the public. They are: 

I. Local Monopolies of Public Utilities. 

This class includes the telephone, water, gas, electric light and 
street-railway companies, and similar corporations depending upon 


public franchises. Generally they are strictly regulated, and have © yj 
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B - limited franchises; more often than not the public either shares in 
their profits, or regulates their charges, or both. Their operations 
are no longer a menace, and they need not be discussed. 

II. Trade Monopolies, based upon inventions or discoveries, 
the basic ideas of which are protected by government patents. 

; The essence of these monopolies is granted by the government 
_ itself in the letters patent, which confer for a period upon the patentee 
and his assigns the right to exclusive use and benefit of the thing 
patented. The lawful owners of such monoplies are entitled to enjoy 
their benefits, and to the full protection of law, except when they 
endeavor to oppress others in the enjoyment of similar rights based 
- upon other patents. When they seek to oppress or to destroy the 
; business of others operating under similar or competing patents, 
_ they properly come within the monopoly act and the law seems 
amply brdad to restrain them. There appears no danger, therefore 
from this source, nor any reason seriously to consider its economic 
_ aspects. The patent law is wise and just. The purpose, of course, 
is to stimulate useful inventions and discoveries, and it has been 
entirely adequate for that purpose. 

The burden of the foregoing arguments and illustrations may be 

summed up in the following postulates: 
I. Corporations are useful and indispensable instruments of mod- 
ern commerce. 
. II. Large aggregations of capital are necessary in a great nation 
like the United States for the most efficient production, transportation 
and distribution of the necessaries of life. 

III. Thus far there has been found no satisfactory substitute 
for the corporation as a means of amassing, holding permanently 
under legal control, and efficiently employing large capital in industry 
and trade. 

IV. That the efficiency of the corporate unit may be, and often 
is increased by combination with other units in the furtherance of | 
trade. 

V. Corollary: 1. The best interests of the public will be served 
by the preservation of large corporations and combinations of capital. _ 
2. The remedy for all trust and corporation evils lies not in their dis- — 
ruption, nor in the strangulation of their efficiency, but in their <= 
regulation, with due regard to their rights and objects. . 

In the light of these evident truths, it would seem that public ve Aa, 
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hostility towards large corporations merely as such is not justified 
and that the policy of arraigning such corporations on the charge 
of being trusts is not only a mistaken one but a policy likely in the 
long run to be highly detrimental to public welfare. This statement 
is not intended as a criticism of officers of the government who are 
prosecuting the trusts. No one can in fairness make such criticisms. 
The law is on the statute books, and it is their sworn duty to enforce 
it. But the course which would insure the greatest good to the public 
lies not in disintegrating and disrupting trusts, whose existence in 
the main is based upon sound principles of economy, but in the pub- 
licity of corporate affairs. And this means not only trusts and 
combinations of large capital, but those of every size and dimension 
doing an interstate business. The proposal to regulate by means of 
federal incorporation is of doubtful legality and wisdom. Such an 
undertaking not only is unnecessary but involves the surrender by 
the several states of a portion of their sovereign powers, with which 
they would be slow to part. The same object might better be accom- 
plished by means of a federal license granted to all corporations 
carrying on interstate trade; the granting of such a license being 
contingent upon each corporation paying a tax on its earnings, as 
is now required, and supplying to the Commerce Commission, or 
some other competent body, detailed statements of its affairs. The 
statements should set forth fully the corporation’s financial position, 
and the amount of its earnings and dividends, and should be signed 
and sworn to by certain officers and attested by a majority of the 
directors under penalties for falsification, and should be published 
annually in a report to Congress. Such details as the names of a 
corporation’s shareholders, its business secrets such as cost and selling 
prices of goods, its expenses, and all other similar information nec- 
_ essary for the Commission to determine the fairness or unfairness of 
the company’s methods, should be supplied under oath, but such 
information should not be made public so long as the business was 
conducted lawfully. The commission of any act in restraint of trade 
could be punished in one of two ways, or both. First, by the revo- 
cation of license, the mere threat of which generally would be ample 
to insure proper conduct; or by proceedings under the statute. 
The Commission should have no power to regulate prices. The 
theory of such regulations is unsound and contrary to all laws of trade. 
In practice it would undermine and eventually destroy national pros- 
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perity. The right to gain profits in trade by all fair and legitimate 
methods belongs inherently to every man. So long as an individual 
or a corporation employs only these methods the right to trade 


L: should neither be denied nor curtailed. ‘Fair and legitimate trade 


- methods” should be broad enough in meaning to include not only 


trade secrets and processes, but economies, improved machinery, 


"s me all the fruits of energy, thrift, skill, and special training, foresight, 
natural manufacturing and selling ability, and of that sagacity 
_ which we may call trade instinct. These are of the very essence of 


- successful and prosperous trade, I may say the very red corpuscles 


of its blood. Persons and corporations using only such methods in 
trade are entitled to all their profits whatever they may be, and are 


entitled to buy and sell at whatever prices they choose. Such methods 


- 


reward efficiency and stimulate trade. They inflict no injuries upon 
anyone, but result only in good to the public. 

But the Commission should have ample powers to ascertain, 
suppress and punish all unlawful competition in restraint of trade. 
Such a plan of dealing with corporations, big and little, is reasonable, 
just and practicable. It is constructive. It would take business per- 
manently out of politics, than which no greater blessing in respect 


of trade could befall the people. It would set at rest all fear of 
- oppression and all dread of the ‘“‘baneful influence” of the trusts on 
prices. 


In considering these important but vexatious problems, let us 
strive to get at the facts; let us be just towards capital; let us be hon- 


est unto ourselves, and fair to the public. When in this state of mind 
our judgments are likely to be righteous. 
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GOVERNMENT REGULATION OF BIG BUSINESS 
IN THE FUTURE 
By Henry R. Seacer, Pu.D., 
«Professor of Political Economy, Columbia University. 

The problem of determining the effect of the Sherman law on 
the business of the country is like that of determining the effect of 
the protective tariff. We have had a protective tariff for nearly 
one hundred years, and at any time during that period, in many 
American communities, it has been possible to find one set of people 
who viewed it as the mainstay of our national prosperity and another 
set, equally able and well-informed, who considered it a national 
curse. It is not surprising, therefore, to find similar differences of 
opinion with reference to the newer question whether the trusts 
are a benefit or an evil. Viewing them as an evil, enthusiasts for 
their suppression have hailed the anti-trust act as the Magna Charta 
of the American business man. Seeing in them much that is good, 
defenders of the trusts have asserted, to quote from a recent address, 
that this act has cast on American business ‘‘a blight greater than 
the Civil War itself.” 

One reason for this diversity of view has been uncertainty as 
to what the law really means. Up to 1894 this uncertainty acted _ 
as a deterrent to the launching of new combinations, although it _ 
did not prevent old combinations, likethe Sugar Trust, from reorganiz- _ 
ing as New Jersey holding companies. The decision in the Knight 
case in that year—the first case under the act to be passed on by the — 
Supreme Court—was believed at the time to render the law quite 
innocuous. The court held that the act could not be invoked to | 
prevent a New Jersey corporation which already dominated an : 
industry from still further strengthening its control by acquiring 
competing plants in another state. From this it was hastily con- 
cluded that monopolistic manufacturing combinations could not be 
interfered with under this federal statute. Mr. Moody, in his 
“Truth about the Trusts,” presents a compilation which indicates 
how completely business men ignored the act during the years which 
followed this decision. Up to the time of the business depression 
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of 1893-97, only eighty-two combinations had been formed, with an 
aggregate capitalization of less than one billion dollars. From Jan-— 


uary 1, 1898, to January 1, 1904, two hundred and thirty-six combi- _ + 


nations were launched, with an aggregate capitalization of six billion 
dollars. If further evidence were needed that the anti-trust act 
was considered a dead letter at this time, it is found in the decision te 
of the government virtually to abandon all attempt to enforce it. a 
During the entire four and a half years from March 4, 1897, to 
September 14, 1901, when Mr. McKinley was President, only three 
prosecutions were started under the law. One of these was against _ 

a local live-stock association, and the other two against coal associa- _ 
tions of no great importance. ‘ 

Mr. Roosevelt certainly deserves the praise, or blame, for having 
changed this situation. The first prosecution started in his adminis- | 
tration was, to be sure, against a railroad combination, but the deci- — . 
sion dissolving the Northern Securities Company, handed down in 
1904, clearly foreshadowed what was to be expected by other holding 
companies which relied on their New Jersey charters to protect 
them from federal attack. 

With this decision and the vigorous measures taken by the 
government to push other dissolution suits to a successful issue, the 
act again became a factor in the business situation. For the years 
1904 to 1911, the description of the act as “‘a blight on the business 
of the country”’ is no exaggeration. It was brought home to hundreds 
and thousands of business men that if the sw reeping condemnations 
of the statute were applied literally, and if ‘‘commerce among the " 
states’’ was held to include all buying and selling across state lines, . 
they were parties to criminal conspiracies and liable to severe penal- _ 
ties. The result was a state of anxiety and suspense which bordered “a 
on paralysis. The frequent declarations from Washington that the Bt 
law would be enforced against rich and poor alike, and that male- 
factors of great wealth might expect no mercy, hardly tended to 
relieve this situation, when no large business man could know with = 
certainty whether or not he was a malefactor. Even official declara- . 
tions from the White House as to how the law was to be enforced 
and as to the distinction between good trusts and bad trusts were of 
little avail, because there was no guarantee that the views of the a 
judges of the Supreme Court would coincide with those of the Presi- — ae, 
dent. 
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This was the situation last May when the decisions dissolving 

the Standard Oil and American Tobacco combinations were at 
length rendered. The first effect of these unanimous judgments 
against the trusts was consternation. The worst had been feared 
and now the worst had happened. Further consideration brought 
reassurance. It soon became evident that property interests would 
be fully protected in the forms of dissolution that would be approved 
by the courts, and that few criminal prosecutions against trust 
organizers were contemplated. It is characteristic of the psychology 
of American business men that the slight ground for cheerfulness 
that these considerations would seem to afford has grown, month by 
month, as the dissolution of the two trusts immediately affected by 
the decisions has been accomplished without disaster, until now, 
notwithstanding many adverse factors, a small business boom appears 
to be beginning. The reasoning of the average business man seems 
to be as follows: ‘‘ Anything is better than the uncertainty in which 
we have been living. The dissolution of the Oil Trust and the 
Tobacco Trust has not seemed to have hurt business in those fields. 
At any rate the aggregate securities of each combination are worth 
more now than they were before the dissolution. Applying this 
same kind of painless surgery to other trusts will not have much 
influence on the general business situation. We now know what we 
have to expect. The country is as big as ever, and it ought to be 
prosperous. We are tired of marking time, so let’s start a business 
boom!”’ 

Mr. Talbert evidently does not fully share the optimistic and 
expansive humor that has recently possessed Wall Street. Seeing 
below the surface, he appreciates that disruption of the trusts and 
insistence that they must stay disrupted must mean, as time goes on, 
that many of the advantages of combination will be lost to the 
country. His paper is an able defence of combinations and an able 
argument for a constructive policy of regulation, in place of the 
present negative policy of prohibition of the anti-trust act. I agree 
with him in his principal contentions in regard to the advantages 
of combinations, but I think he has overlooked some of the offsetting 
disadvantages, and I think he is open to the charge of shrinking from 
the conclusions that seem to be necessitated by his own argument. 

I have had the curiosity recently to make a study of such infor- 
mation as is available in the financial press in regard to the business 
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success of the thirty largest combinations which were in existence 
-_before the Standard Oil Company and the American Tobacco Com- 
_ .pany were dissolved. Nearly all of these great industrials now pub- 
lish annual statements in regard to their gross and net earnings. 

_ The dividend history of all of them is matter of public knowledge, 
and now, for most of them, extends over a period of a dozen or more 
years. It is thus possible, even without the inside information 
necessary to complete understanding, to form some judgment as 

- to their success. The conclusion to which my study leads is that 

- eight of them have been highly successful, seven of them have been 
fairly successful, ten of them have been unsuccessful, and five of them 
have been disastrous failures. I believe that a study of a larger 
number of the trusts would lead to a similar conclusion. Half of 
them, or nearly half of them, have failed to realize the expectations 
of those who organized them. If this has been the case, there must 
have been serious offsets to the economies of combination which 

_ Mr. Talbert has described. The chief of these offsets has been, I 
think, the failure of the responsible directors and officers, through 
inexperience, incapacity or downright dishonesty, to manage the 
vast interests entrusted to their care economically and efficiently. 

In other words, the economies of combination are secured not auto- 

_ matically, but only as the result of painstaking thought and unusual 
organizing ability. Some of the trusts have enjoyed the services 

of men of unusual organizing ability and this, together often with 
other advantages, has enabled them to prosper. Other trusts have 

been directed by men of only average business ability and integrity, 
and instead of prospering have lost ground in the‘fields of industry 
_ which they were intended to dominate. The important question 
for the future is, will the second generation of business managers 
which is now beginning to come upon the field be able to direct these 

vast aggregations of capital as the ablest of their predecessors have 

done? When we consider that these managers must be selected by 
directors, themselves chosen by widely scattered shareholders, I 

think it rather unlikely. And as success for a hundred million or 

2 _ thousand million dollar combination is dazzling, so failure must be 
= on a sensational scale. There is no half-way between efficiency and 
_ inefficiency where each department depends so vitally on every other 

_ department. Either every branch of the business is quickened by 
the forceful and capable directing head or the hesitancy and mistaken 
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judgments of that head are communicated to every subordinate. 
It is right here that I believe we have the source of the persistence 
of competition, which Mr. Talbert seems to believe in but for which © 
he offers no adequate explanation. The ablest and most self-reliant 
men, so long as the world’s business continues to be carried on under 
private enterprise, will prefer to be their own men. Salaries, even 
princely salaries, will not hold them in positions of subservience to 
boards of directors, after they have amassed sufficient capital to 
start out in business for themselves. Thus I believe that under a 
system of fair competition the best business capacity will be found, 
in the long run, not among the salaried officials of the combinations 
but among the so-called independents. It is for this reason that 
I am quite disposed to agree with Mr. Talbert that the proper policy 
for the government to adopt toward the trusts is one of regulation 
to requ‘re a reasonable degree of publicity for the protection of 
investors and abstention from unfair and oppressive methods of 
competition for the protection of consumers against unreasonably 
high prices. 

But suppose that Mr. Talbert’s more extreme views in regard 
to the economies of combination shall prove to be right; suppose 
that these economies are found to be so considerable that, under the 
regime of free combination which he advocates, trusts will come to 
dominate different branches of manufacturing and mining, as semi- 
monopolistic railroad systems have come to dominate the transpor- 
tation business of particular localities. Can we then accept his 
conclusion as to the limits to be imposed on governmental regulation? 
In speaking of the wastes involved in present methods of conducting 
retail trade, he says that the co-operative store would be the obvious 
solution of the problem, “but this leads dangerously towards social- 
ism, the unsoundness of which is in that it tends to undermine and 
destroy the independence of individual effort and character.” In 
other parts of his paper he gives evidence of the great savings effected 
through combinations, and of the great service they render in organiz- 
ing business economically and efficiently, and yet he maintains that 
regulation of prices by the government, as Judge Gary has proposed, 
will be quite unnecessary. This is because, in his view, “persons 
and corporations using only such [i.e., fair and legitimate] methods 
in trade are entitled to all their profits whatever they may be, and 
are entitled to buy and sell at whatever prices they choose.”’ 
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If the enormous economies which Mr. Talbert claims for combi- 
nations are real, what ground have we for expecting competition 
to persist? When the superior efficiency of the large combination 
is understood, who will be so foolish as to waste his capital by entering 
as a competitor a field in which competition is foredoomed to failure? 
And if giving free play to business enterprise leads logically and 
inevitably to combination, is there not danger that the margin between 
costs and prices will allow unreasonably large profits to the effitient 
combination? Does Mr. Talbert believe that railroads should be 
permitted to charge what rates they choose? If not, how can he 
logically oppose price regulation for combinations, if it be true that 
the economies made possible by their large scale operations put their 


smaller competitors at such a disadvantage ' 

And if the free play of competition leads to combination, what 
logical grounds have we for condemning the co-operative store or 
even state industry itself as ‘“dangerously”’ socialistic? If his de- 
scription of big business is correct, are we not moving toward a situa- 
tion when most of us will inevitably be the employees of giant corpo- 
rations? Does the policy which these giant corporations, the Steel 
Corporation, for example, adopt toward their employees tend less 
to “‘undermine and destroy the independence of individual effort and 
character’’ than would connection with a co-operative store or 
public employment? Logic seems to me to compel Mr. Talbert 
to look with a more friendly eye on what he now deems “ dangerously”’ 
socialistic. Socialism has seemed dangerous in the past because we 
have been able to contrast it with a system of private industry and 
enterprise in which there were many employers as well as many 
employees, and in which the ambitious and capable employee might 
look forward confidently to becoming himself an employer. If the 
situation that lies before us is one in which giant corporations shall 
divide among them the industrial field, shall we not all prefer, so far 
as possible, to see the economies of combination secured through 
great co-operative enterprises, in which we may take part, or through 
an extension of governmental activities, in relation to which we shall 
be employees, to be sure, but public employees rather than the 
employees of private corporations? In making this suggestion, 
_ I am not unmindful of the circumstances that make a billion dollar 
_ corporation, like the Steel Trust with its two hundred thousand odd 
employees, highly efficient in comparison with a self-governing city 
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of two hundred thousand inhabitants. I am merely contending that 
employment by the latter can hardly be deemed to tend ‘“‘to under- 
mine and destroy the independence of individual effort and char- 
acter” more than employment by the former. Other arguments 
than this will have to be urged against socialism, or its dangerous 
character will seem to the average citizen—an employee of a giant 
corporation in Mr. Talbert’s industrial society of the future—purely 
imaginary. 

I began this paper by comparing conflicting opinions in reference 
to the effect of the anti-trust law with conflicting opinions in reference 
to the protective tariff. The moral in both cases seems to me to be 
that as regards these great questions of national policy we are still 
in the realm of personal opinion rather than of demonstrable scientific 
truth. If this be true as regards the past and present effect of the 
anti-trust act, it is of course even more true in regard to the future. 
It is thus in no dogmatic spirit, but merely to make my position 
clear, that I proceed to restate my conclusions. Like Mr. Talbert, 
I have been impressed by the economies which some of the large 
combinations have effected. I share his opinion that wise govern- 
mental policy would permit business men to combine to secure these 
economies and that the prohibitions of the anti-trust act should 
extend not to all combinations, but only to combinations that re- 
strain trade in unfair and oppressive ways. I agree that regulation 
to secure a reasonable degree of publicity and to prevent unfair and 
oppressive policies toward competitors should be substituted for 
sweeping prohibition, and that this can best be accomplished through 
a federal license system. 

I also agree with him that the regulation of prices will probably 
prove unnecessary if fair conditions of competition are preserved, 
but not for the theoretical reason he urges. My notion is that in 
practice the economies of combination will be found to be balanced 
by the economies that the smaller producer who attends personally 
to the details of his smaller enterprise can introduce, and that, there- 
fore, competition will continue to be a sufficient regulative force. 
This will be all the more likely if small producers are permitted greater 
freedom in organizing selling pools, as is the case in Germany, since 
it is chiefly in connection with the marketing of products that the 

economies of combination are conspicuous. 
. I am quite prepared, however, for the discovery that under a 
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regime of free combination the giant producer will, in certain indus- 
tries, have such great advantages that competition will cease to be 
an active force, as it has so largely in the railroad industry. In this 
event, I should feel constrained to advocate government regulation 
of prices, just as most of us now advocate government regulation 
of railroad rates. Moreover, as regards such industries, if any there 
prove to be, I should feel that the choice between government regula- 
tion of prices and government ownership and operation could not 
be fairly based on the ground that one policy is more dangerously 
socialistic than the other. Government ownership and operation 
of railways is accepted as a matter of course in Germany, and Ger- 
mans even believe that they can prove that their system is better than 
ours of private ownership and operation. Germany has also gone 
a good way toward actually controlling, if not completely owning 
and operating, some of the trusts, like the Potash Trust. As we 
succeed, as I believe we shall succeed, in purifying our politics and 
making government administration more efficient, the misgivings 
in regard to government enterprises, which we cannot but feel at 
present, may give way to the belief that monopolistic industries, 
especially industries like railroads where the public interest is large, 
should, as a matter of course, be owned and operated by the govern- 
ment. When that day comes, the proposal that the government 
take over trusts which have demonstrated their monopolistic charac- 
ter may not seem dangerously socialistic, but only reasonable and 
proper. I do not believe, as I have already said, that many trusts 
will show a monopolistic character, even though the fullest liberty be 
given to the combination movement. It is for that reason, however, 
and not because I believe that public employment will tend more 
_ “to undermine and destroy the independence of individual effort 
and character’’ than employment by a private monopolistic corpora- 
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_ EFFECT OF THE ANTI-TRUST LAW ON GENERAL 


BUSINESS 


By ALEXANDER D. Noyes, 
Financial Editor, “Evening Post,”” New York. 


The best apology for adding anything further, to the very 
comprehensive discussions of the anti-trust law which have already 
been made this afternoon, lies in the fact that no speaker yet has 
devoted himself to the subject of the afternoon. That subject 
assigned for discussion is, ‘The effect of the Sherman law on general 
business,”” and it is that aspect of the Sherman act which I shall 
briefly discuss. There is a familiar story of a puzzled citizen who 
asked his well-posted friend, ‘ What is this Sherman Act that every- 
body is talking about’”’ and who received in answer a scornful look 
and the inquiry whether he had never heard any one sing “ March- 
ing through Georgia.’’ The story might be dismissed as a mere 
extravagance of American humor, but for the fact that an almost 
equally extraordinary idea seems to pervade many minds, even in 
the walks of high finance, as to what the Sherman Act really is and 
really does. 

An eminent lawyer, in a formal brief in court, declared a few 
days ago that “the losses inflicted by this act on business have 
been as great as those inflicted by the Civil War.” It is an inter- 
esting fact that this statement was made in the very week when 
talk of revival of business confidence, in the face of an unchanged 
policy of courts and executives in the matter of the trusts, had become 
the conspicuous incident of the day throughout the trade circles of 
the country. It was made in a week when the minor companies 
formed out of the Standard Oil, as a result of last year’s disintegration 
under order of the court, were increasing their dividends, and when 
the market valuation of these component parts of the old Standard 
Oil Trust exceeded, when taken as a whole, the highest price ever 
reached by the stock of the old holding company in the palmiest 
days of its history. 

Mr. Talbert has taken no such extreme ground as this. In 
most respects, his discussion of the anti-trust law is eminently fair. 
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Yet I cannot help feeling that a little of this strange misconception 
surrounds even his very interesting analysis. Mr. Talbert says 
that strict enforcement of the anti-trust law is impracticable. Well, 
we might agree upon that conclusion if we could first agree on the 
definitions. But what is strict enforcement? That is the whole 
nub of the question. 

Does he mean such literal construction as Mr. Justice Lacombe 
suggested in his famous circuit court opinion of November, 1908, in 
the Tobacco Trust case, when he said that two individuals, each 
running an express wagon across a state frontier, who should form 
a partnership with one another, would at once be amenable to 
prohibitive clauses of the law? If the business community ever took 
that dictum seriously, the time for trade prosperity to be demoralized 
was in the immediate sequel to that particular opinion. Yet that 
circuit court obiter dictum was immediately followed by a year of 
general business revival in this country and of extravagant specula- 
tion for the rise on the stock exchange. 

But however that may be, it must be evident that the Supreme 
Court, by its decisions of last spring on the Oil and Tobacco cases, 
has effectively put an end to any such interpretation of the law. The 
prescribing of the “rule of reason’’ by the Chief Justice, in behalf 
of a virtually unanimous court, means the fixing of the rule of 
common sense as the guide to interpretation of the law, and 
the rejection of the nonsensical imaginary interpretations which 
interested people have pretended to draw. From the day the law 
was enacted, there has never been the slightest doubt that such 
application of it was the purpose of its authors. There was, it is 
true, an outcry last May against the Supreme Court’s “emasculating”’ 
of the law and against its “reading another meaning” into the 
statute by prescribing this rule of reason in interpretation. But 
that, I think, was effectively silenced when the author of the law 
of 1890, the venerable ex-Senator Edmunds, raised his voice from 
his place of retirement to say of the senate judiciary committee 
which drew up that law—a committee in which such other eminent 
constitutional lawyers as Evartsand Hoar had an important place: 

“The judiciary committee believed that the well known prin- 
ciples guiding the courts in the application and construction of 
statutes would lead them to give the words of the act a beneficial 
and remedial, rather than an injurious and technical tone hurtful 
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to any honest trade. . . . The fear that some literal construc- 
tion of the words ‘restraint of trade’ might lead to sacrifice of some 
just, fair and wholesome business arrangements may be safely 
dismissed, for, if the principle and purpose of the constitution 
and act have any foundation at all there can be no such restraint, 
because such conduct is not restraining but is promotive of and 
beneficial to the public interest.” 

To which Senator Edmunds, in a subsequent interview, added 
the declaration that “a statute that should undertake to define its 
own terms would at once necessarily involve a definition of its own 
definitions, and so on. It needs no lawyer to tell intelligent men 
how absurd and impracticable such legislation would be.” 

My main criticism of Mr. Talbert’s interesting paper, there- 
fore, would affect his remarks on what will follow disruption of Big 
Business by the anti-trust law. He nowhere points out the prob- 
ability of such disruption, or an instance where such disruption 
has occurred, except in the case of combinations so big as to exercise 
virtual or potential monopoly in their respective trades. So far is 
the law from declaring a given business illegal solely on the ground 
of bigness, that we have authority, from the circuit court opinion 
to the Supreme Court decision in the Oil and Tobacco cases, and 
from the Attorney-General to the President of the United States, 
for denying any such scope or purpose to the law. It was denied — 
with the utmost explicitness by the circuit court in its ruling on | 
the recent Tobacco Trust dissolution plan, when it rejected the 
insistent demand of the independent tobacco interests for breaking 
into minute fragments the corporate structure of the old Tobacco 
Trust. And to this consideration President Taft has added the _ 
following words, in a message to Congress on the subject, marked _ 
by his usual judicial attitude: | 

“Those critics who speak of this disintegration in the trust _ 
as a mere change of garments have not given consideration to the _ 
inevitable working of the decree, and understand little the personal 
danger of attempting to evade or set at naught the solemn injunction 
of a court whose object is made plain by the decree and whose inhibi- 
tions are set forth with a detail and comprehensiveness unexampled 
in the history of equity jurisprudence.” 

Therefore, Mr. Talbert’s argument as to the dangerous bearing 
of the law on such interests as our foreign trade and our home manu- 
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acturing economies is not at all fairly in point, unless he proves 
that advantages in those fields are not attainable save by the largest 
combinations ever yet conceived, and under monopolistic or semi- 
monopolistic conditions. Indeed, a highly interesting question has 
lately arisen as to whether, at some point, the very bigness of a 
given trade combination may not deprive the enterprise of these 
precise advantages. The question has come into the field of prac- 
tical controversy, through the recent discussion of the cause for 
broken rails and subsequent railway disasters. In this controversy 
it has been publicly alleged by eminent railway men, among them 
Mr. James J. Hill, that the quality of rails laid down to-day under 
present conditions has deteriorated as compared with what they 
were a dozen years ago; that rails turned out by the Steel Corpora- 
tion are inferior in quality and durability to rails purchased from 
the Krupps more than a dozen years ago; and that rails manufac- 
tured now by different plants in one combination will not maintain 
a uniform standard of quality. This evidence is perhaps not con- 
clusive on the general question, but it is at least suggestive to those 
who know what happens when a manufacturing plant or combination 
begins to lack supervision of the whole enterprise from the head, 
along with pressure from the central committee to maintain divi- 
dends on inflated capital. Both of these evils will inevitably arise 
when the trust passes a certain stage of magnitude. The most 
wasteful system of manufacture would be that of complete monopoly; 
this belief is indeed the fundamental argument of the opponents 
i of state socialism. Yet most of Mr. Talbert’s arguments as to the 
: efficiency of the trust would, if left unqualified, equally defend 
monopoly. If bigness, merely as bigness, ensures success in foreign 
trade and in home economies, and if these benefits cannot be secured 
except from the biggest present combinations, then why stop short 
of the biggest conceivable combination, which is monopoly? 

I have only one or two considerations to add to what I have 
already briefly set forth. Mr. Talbert says that “certain funda- 
mental laws of trade called the trusts into existence in the first 
place, and made them important and necessary factors in trade.” 
I am aware that he refers to the destructive competition of the 
later eighties and the business demoralization which ensued. But 
is he quite sure of his history, so far as concerns the great com- 
binations which are really in question? Were the trusts of 1899 
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and 1901, with their prodigious combination of existing plants 
and with their subsequent combination of the new combinations, 
called into existence by such fundamental laws as we are asked to 
assume, or were they the outcome of a stock promotion mania and 
an amalgamation craze, such as the world never saw before or since, 
and probably never will see again? Even in the matter of foreign 
trade we must ask when it was that the so-called “American in- 
vasion”’ of the foreign consuming world, through export of American 
manufactures, occurred. The record will show that it was in 1897 
and 1898 that the outcry arose in Europe for the European manu- 
facturing world to “‘stand together to resist the trans-oceanic peril.” 
But trusts such as the steel and copper combinations, as they now 
_ exist, were only formed in 1899 and 1901. The ‘American invasion” 
was conducted by corporations such as those into which application 
of the anti-trust law would dissolve the existing enormous trusts. 
Moreover, export of the products of these and other industries 
actually decreased when the trusts were formed, a few years later, 
and its subsequent increase was in a smaller ratio than in the years 
immediately before the trusts were organized. 

In concluding, I wish to express my entire concurrence with 
Mr. Talbert’s opinion that we never can return to the “days of 
small individual business.” But I am personally quite as much 
convinced that we shall never again return to days such as those 
in which counsel of the Northern Securities admitted, before the 
Supreme Court, that the system on which that combination was 
formed might lead to the lodging of all the railroads in the United 
States in the hands of a few individuals. Neither do I believe that 
we shall ever seriously revert to the recently familiar argument of 
serious men, that competition, with its incalculably beneficial results 
of past generations on industrial energy, invention and progress, 
must hereafter be dismissed offhand as a factor in modern civilization. 
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The natural hysteria over trusts has never been better illustrated 
than in the unreasoning criticism directed against the United States 
Supreme Court for its determination of the rights of patent owners in 
the recently decided Dick case. 

Suddenly, without warning, and for the avowed purpose of stir- 
ring up Congress to change the existing patent law, Chief Justice 
White vehemently dissented from the decision of the court over 
which he presides; notwithstanding the fact that that decision is 
compelled by the constitutional provisions relating to patentable 
inventions and the statutes enacted in fulfilment of these provisions, 

and is supported by the overwhelming weight of authority of the 
courts of the United States, Great Britain and other English speaking 
countries. 

The opinion in which the majority concurred, that stands as the 
opinion of the Supreme Court in the Dick case, was written by Justice 
Lurton, who probably has tried more imports nt patent cases than any 
American judge now living. With him concurred Justice Holmes, 
Justice Van Devanter, whose experience in patent law while circuit 
judge was very thorough, and Justice McKenna, who four years ago 

wrote the opinion of the Supreme Court in the most important 
patent case of recent years—the Paper Bag case—with which opinion 
Chief Justice White, then an associate justice, entirely concurred. 
_ President Taft, when a circuit judge, sat with Judge Lurton and 
repeatedly concurred in Judge Lurton’s opinions in patent matters. 
_ The majority opinion simply states the law as established by an un- 
< broken line of previous decisions in the United States, in Great 
_ Britain and in every English speaking jurisdiction. With these 
decisions, Chief Justice White and Judge Taft, as their entire judicial 
_ records show, have heretofore been in absolute agreement. 
: The clamorous outcry, industriously instigated from Washington, 
_ that the chief justice and the other two dissenting justiees are right, 
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and that the majority of the Supreme Court, trained by years of 
experience in patent law and supported by logic and the overwhelming 
weight of authority of this and every other English speaking country, 
are somehow wrong, is a practical application of ‘‘judicial recall” 
without even the safeguards which its staunchest advocates would 
throw around it. 

This epoch-making decision of the Supreme Court arose out of 
the following facts: 

The Dick Company owned patents covering a mimeograph. 
It sold to a certain Miss Skou a mimeograph, embodying the invention 
covered by these patents, subject, however, to a license, printed 
and attached to the machine and reading as follows: 

LIcENSE RESTRICTION 

This machine is sold by the A. B. Dick Company with the license restriction 
that it may be used only with the stencil paper, ink and other supplies made by 
A. B. Dick Company, Chicago, U. S. A. 

Mr. Henry’s firm sold to Miss Skou some ink suitable for use 
upon this machine, with knowledge of this license restriction under 
which Miss Skou had bought the machine, and with the expectation 
that the ink would be used with this mimeograph. The question 
presented to the court was: 

Did the acts of the Henry firm constitute contributory infringe- 
ment of the Dick Company’s patents? 

The Supreme Court decided that these acts constituted con- 
tributory infringement. 

Under Article I, Section 8, Subdivision 8, of the Federal Con- 
stitution, Congress has power “to promote the progress of science 
and useful arts by securing, for limited times, to authors and inventors, 
_ the exclusive right to their respective writings and discoveries.” 

Accordingly, Section 4884 of the Revised Statutes has been 
enacted, providing that a patent owner shall have ‘‘the exclusive 
right to make, use and vend the invention or discovery.” This 
“exclusive right” is in effect three “exclusive rights,”’ 7. ¢., the ‘‘exclu- 
sive right”’ to make, the “‘exclusive right”’ to use, and the “‘exclusive 
_ right”’ to sell the patented article. 

Since the patent owner’s ‘exclusive right”’ is composed of the 
“exclusive right” to make, the “exclusive right’”’ to use, and the 
“exclusive right” to sell the patented invention, the patent owner 


may, according as he sees fit, dispose of one, or more, or any part 
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of these component “exclusive rights.”” Thus, when he elects to 
manufacture the patented article himself, he reserves to himself the 
“exclusive right” to make, and disposes simply of all or part of the 
“‘exclusive rights’’ to use and to sell the patented article. Again, 
if he elects not to sell the patented article, but simply to lease it on a 
royalty basis, he reserves to himself the ‘“‘exclusive rights’’ to make 
and to sell, and disposes simply of the right of use. Similarly, if he 
elects to dispose of only part of the “exclusive right”’ to use the pat- 
ented article, he may reserve to himself the “‘exclusive rights”’ to 
make and sell the patented article, and also part of the “exclusive 
right’”’ of use, and may dispose of simply a portion of his ‘exclusive 
right” of use, by granting merely a limited right of use; simply, 
for instance, the right to use the patented article only under such 
conditions and only with such supplies as the patent owner shall 
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prescribe. 
Like the owner of any other property the patent owner “cannot 
be compelled to part with his own except on inducements to his 
liking.” Like the owner of unimproved real estate, the patent 
owner may decline to use his invention, or to allow others to use it. 
Like a real estate owner who prefers to continue as owner, the patent 
owner may reserve to himself the right of ownership and sale, and, 
by lease or otherwise, simply dispose of part of the right to use the 
property. Like every real estate owner that is a landlord, the 
patent owner may require that his property be used only under 
_ certain specified conditions, and for certain specified purposes, 
and with certain specified accessories. 
The rights of the patent owner are neither greater nor more 
unusual than the familiar rights of the real estate owners or other 
__- property owners. Indeed, the patent owner’s rights are vastly 
curtailed, as contrasted with the rights of other property owners, in 
_ that the owners of every other form of property may exercise those 
_ rights above described for so long a period as they and their successors 
may desire, while the patent owner may exercise none of his rights 
beyond the duration of his patent, and at the expiration of the statu- 
tory period of seventeen years must relinquish to the public all of . 
his rights. 
Briefly, the Supreme Court decided in the Dick case that: = 
Patent rights are directly derived from the Federal Constitution. 
The patentee has the exclusive right to make, sell and use the 
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patented article. Like the owner of any other property, he may sell 
or dispose of his property upon any reasonable condition. 

The patentee may sell or dispose of the patented article on con- 
dition that the purchaser use only such accessories as are made by 
the patentee, provided that at the time the patentee sells the patented 
article to the purchaser “the purchaser must have notice that he 
buys with only a qualified right of use.” 

The public is free to take or refuse the patented article on the - 
terms imposed. If the terms are too onerous, the public loses nothing, 
for it may decline to buy or use the patented article; and when the 
patent expires the public will be free to use the invention without 
compensation or restriction. 

In affirming these propositions, the Supreme Court stated plain, 
common, business sense, and also long settled principles of law, 
in reliance upon which enormous business interests have been estab- 
lished. 

The court explains its meaning and compacts the kernel of its 
decision in these words: 


A license is not an assignment of any interest in the patent. It is a mere 
permission granted by the patentee. It may be a license to make, sell or use, 
or it may be limited to any one of these separable rights. If it be a license to 
use, it operates only as a right to use without being liable as an infringer. If 
a licensee be sued, he can escape liability to the patentee for the use of his inven- 
tion by showing that the use is within his license. But if his use be one prohibited 
by the license, the latter is of no avail as a defense. As a license passes no interest 
in the monopoly, it has been described as a mere waiver of the right to sue by the 
patentee. Robinson on Patents, secs. 806, 808. 

We repeat. The property right to a patented machine may pass to a pur- 
chaser with no right of use, or with only the right to use in a specified way, or 
at a specified place, or for a specified purpose. The unlimited right of exclusive 
use which is possessed by and guaranteed to the patentee will be granted if the 
sale be unconditional. But if the right of use be confined by specific restriction, 
the use not permitted is necessarily reserved to the patentee. If that reserved 
control of use of the machine be violated, the patent is thereby invaded. The 
right to sever ownership and use is deducible from the nature of a patent monopoly 
and is recognized in the cases. 


Having decided that the patentee may “subdivide his exclusive 
right of use when he makes and sells a patented device,” the Supreme 
Court next lays down the proposition that ‘‘the extent of the license 
to use, which is carried by the sale, must depend upon whether 


zy 


‘ 
‘= 
| 
— 
| 
| 
| 4 


_ any restriction was placed upon the use, and brought home to the 
person acquiring the article.” The court elaborates this point: 


To begin with, the purchaser must have notice that he buys with only a quali- 
fied right of use. He has a right to assume, in the absence of knowledge, that the 
seller passes an unconditional title to the machine, with no limitations upon the 
use. Where then, is the line betwecn a lawful and an unlawful qualification upon 

the use? This is a question of statutory construction. But with what eye shall 
we read a meaning into it? It is a statute creating and protecting a monopoly. 
It is a true monopoly, one having its origin in the ultimate authority, the Con- 
stitution. Shall we deal with the statute creating and guaranteeing the exclusive 
right which is granted to the inventor with the narrow scrutiny proper when a 
- statutory right is asserted to uphold a claim which is lacking in those moral ele- 
ments which appeal to the normal man? Or shall we approach it as a monopoly 
granted to subserve a broad public policy, by which large ends are to be attained 
and, therefore, to be construed so as to give effect to a wise and beneficial purpose? 
™, That we must neither transcend the statute, nor cut down its clear meaning, is 
plain. 


After emphasizing the fact that this constitutional monopoly 
“‘extends to the right of making, selling and using, and these are 

- separable and substansive rights,” the court quotes with approval 
: a its language in Bement v. National Harrow Company, to the effect 


_ that the Sherman Act “clearly does not refer to that kind of a restraint 
of interstate commerce which may arise from reasonable and legal 
= _ conditions imposed upon the assignee or licensee of a patent by the 
- owner thereof, restricting the terms upon which the article may be 
~ used and the price to be demanded thereof.” 

Chief Justice White, in his dissenting opinion, declares that the 
Dick decision tends “to extend the patent so as to cause it to embrace 
: things which it does not include,’’ and permits the patent owner 
“to extend his patent rights so as to bring within the claim of his 
yy "patent interests which are not embraced therein, thus virtually 
legislating by causing the patent laws to cover subjects to which 

_ without the exercise of the right of contract they could not reach.” 
|The Supreme Court, in the majority opinion, completely answers 

this contention. The court says: 

I But it has been very earnestly said that a condition restricting the buyer to 
_ use it only in connection with ink made by the patentee is one of a character which 
_ gives to a patentee the power to extend his monopoly so as to cause it to embrace 
- 3 any subject, not within the patent, which he chooses to require that the invention 


‘shall be used in connection with. Of course the argument does not mean that 
the effect of such a condition is to cause things to become patented which were not 
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so without the requirement. The stencil, the paper and the ink made by the pat- 
entee will continue to be unpatented. Anyone will be as free to make, sell and 
use like articles as they would be without this restriction, save in one particular— 
namely, they may not be sold to a user of one of the patentee’s machines with 
intent that they shall be used in violation of the license. To that extent compe- 
tition in the sale of such articles for use with the machine, will be affected; for 
sale to such users for infringing purposes will constitute contributory infringe- 
ment. But the same consequence results from the sale of any article to one who 
purposes to associate it with other articles to infringe a patent, when such pur- 
pose is known to the seller. But could it be said that the doctrine of contributory 
infringement operates to extend the monopoly of the patent over subjects not 
within it because one subjects himself to the penalties of the law when he sells 
unpatented things for an infringing use? If a patentee say, ‘I may suppress my 
patent if I will. I may make and have made devices under my patent, but 
I will neither sell nor permit anyone to use the patented things,”’ he is within his 
right and none can complain. But if he says, “I will sell with the right to use 
only with other things proper for using with the machines, and I will sell at the 
actual cost of the machines to me, provided you will agree to use only such articles 
as are made by me in connection therewith,” if he chooses to take his profit in 
this way, instead of taking it by a higher price for the machine, has he exceeded 
his exclusive right to make, sell and use his patented machines? The market for 
the sale of such articles to the users of his machine, which, by such a condition, 
he takes to himself, was a market which he alone created by the making and selling 
of a newinvention. Had he kept his invention to himself, no ink could have been 
sold by others for use upon machines embodying that invention. By selling it 
subject to the restriction he took nothing from others and in no wise restricted 
their legitimate market. 


The all-important circumstance, which Chief Justice White 
overlooks, that no license restriction is enforceable under the law as 
laid down by the Supreme Court, unless the restriction is ‘brought 
home to the person acquiring the article’’ at the time the article is acquired. 
To make a license restriction enforceable, the purchaser must have 
notice that he buys with only a qualified right of use. The notion 
engendered by Chief Justice White’s dissenting opinion that Henry 
would have been held as an infringer if Miss Skou or any other user 
of the Dick mimeograph had bought Henry’s ink at a corner drug 
store, has absolutely no foundation in fact. The infringement in 
the Dick case, as the Supreme Court expressly held, consisted in the 
fact that Henry, knowing of the license restriction, and with the 
expectation and intention that his ink would be used for the purpose 
of violating this license restriction, incited Miss Skou, intentionally 
and deliberately to violate the license restriction—to which Miss 
Skou, as Henry well knew, had expressly assented when she acquired 
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the mimeograph—and supplied Miss Skou with the means of accom- 
plishing this wrongful act. Indeed, the court below expressly found 
that Henry deliberately and knowingly instigated Miss Skou to this 
wrongful act and even instructed her that if she would pour Henry’s 
ink into Dick’s can and throw away Henry’s can, she would not be 
caught violating the license restriction. 

The bogey of “monopoly” in non-patented supplies compre- 
hended within license restrictions covering patented articles has many 
times been dispelled by the courts. 

In 1896, in a decision of the Circuit Court of Appeals for the 
Sixth Circuit, in which Judge Lurton, now associate justice of the 
Supreme Court, who wrote for the Supreme Court the majority 
opinion in the Dick case, and Judge Taft, now President of the United 
States, both participated and concurred, the bugbear of monopoly 
in respect to non-patented supplies required by license restrictions 

_ jike those above described was effectually exploded. The court 
_ showed that this so-called monopoly, far from offending against 
_ public policy, was a positive benefit, for the patent owner could 

accomplish this result only as he could ‘‘ make and sell an unpatentable 
product cheaper than any other competitor;” and “the great con- 
suming public would be benefited rather than injured,” for this 
so-called monopoly could endure only so long as the product turned 
out with the patented invention and these supplies was “supplied 
at a less price than had prevailed before the invention.” 

The same doctrine has repeatedly been laid down by the courts 
of Great Britain. Only last year, by a unanimous decision of the 
Lords of the Judicial Committee of the Privy Council, in a decision 
which determined the law for the entire British Empire, the prin- 
ciples of the Dick case were anticipated and completely accepted. 
How firmly these principles are established in the law appears from 
this quotation from one of the leading English decisions: 


The sale of a patented article carries with it the right to use it in any way that 
the purchaser chooses to use it, unless he knows of restrictions. Of course, if 
he knows of restrictions and they are brought toJhis mind at the time of the sale, 

he is bound by them. He is bound by them on this principle: The patentee has 
; the sole right of using and selling the articles, and he may prevent anybody from 
dealing with them at all. Inasmuch as he has the right to prevent people from 
using them or dealing in them at all, he has the right to do the lesser thing; that 
is to say, to imposé his own conditions. . . . It does not matter what they 
are if he says at the time when the purchaser proposes to buy or the person to 
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take a license: ‘‘ Mind, I only give you this license on this condition,” and the 
purchaser is free to take it or leave it as he likes. If he takes it, he must be bound 
by the conditions. It seems to be common sense, and not to depend upon any 
patent law or any other particular law. 


Common sense, therefore, no less than the authorities of the 
innumerable courts that have quoted this decision, supports this 
reasoning of Judge Lurton and Judge Taft. Asa hard-headed Massa- 
chusetts judge well expressed it, since the patent owner might 
stipulate either for an outright price or for a royalty collected out of 
the profit that he would make in furnishing supplies at an agreed 
price for use in the patented machine, “the purchaser, who could 
not obtain the machine at all, except upon such terms as the owner 
should choose to impose, might as well agree to pay for it in that 
way as in any other.” 

To suggest that such a system tends to create a monopoly in 
non-patented supplies is absurd. If the patent owner chooses to 
take his profit in this way, instead of charging a higher price for his 
patented article, no one is harmed. Granted that he takes to him- 
self a portion of the market for such non-patented supplies. The 
portion of the market that he so takes is simply the portion that he 
alone created, by making and selling his own invention. Obviously, 
had he not made and sold his invention, no one could sell supplies 
for use in connection with it. By requiring that his own non-patented 
supplies be used with his own patented invention, the patent owner 
is taking nothing which in the absence of his patented invention would 
belong to other manufacturers of such supplies. 

From the beginning of the patent system, patent owners have 
been accustomed to realize the value of their patents by granting to 
others, for an outright price or upon terms of instalment payments, 
licenses to manufacture, licenses to sell and licenses to use, either 
together or separately. Essentially these licenses are all similar. 
In order to secure one or more of these licenses, to exercise one or 
more, or a part of one of the “exclusive rights”’ to which the patent 
owner is entitled, the licensee, in each case, agrees to recompense 
the patent owner. The only difference is in the mode and terms of 
recompense. 

When the licensee is required to pay a sum in cash outright, in 
order to acquire the right to use the patented article, the patent owner 
is compensated, without regard to whether or not the licensee exer- 
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 cises the right to use the patented article. When the licensee is 


required to pay a fixed sum periodically in the form of rental, the same 
result follows. In both instances, what the licensee is required to pay 
bears no direct relation to the amount of benefit which the licensee 
derives from exercising the right to use the patented article. 

To avoid this result, various license plans have been devised, 
primarily for the benefit of the licensee, under which the recompense 
that the patent owner receives, in consideration of giving the licensee 
the right to use the patented article, depends entirely on the amount of 
benefit which the licensee derives from exercising such right. 

The most familiar plan is that under which the licensee pays 
to the patent owner a royalty in proportion to the output produced 
by the use of the patented article. Under this plan, the licensee 
obtains physical possession of the patented article, together with the 
right to use it upon the conditions of the license, but is not obliged 
to pay to the patent owner anything for this right of use unless he 
actually exercises it; and if he uses the patented article at all, he 
compensates the patent owner strictly in exact proportion to the 
efficiency of the patented article and to the benefit that he derives 


its use. 


Under such a license plan, some means must be devised to register 
the extent to which the licensee uses the patented article. A frequent 
measure is the number of articles that the machine produces. When 


the amount of use or output can accurately, inexpensively and con- 


veniently be measured, either by a register or by an inspection or 
accounting, this mode of determining the amount of royalty is gen- 


| erally adopted. 


In the case of innumerable patented articles, however, like the 
mimeograph in the Dick case, there is no accurate or convenient 


_ mode of recording the amount of use or output and any inspection 


or accounting for that purpose would be impracticable and prohibi- 
tively expensive. A true measure of the amount of use and output 


_ is the material used with the patented article. When, as in the case 
. just described, the amount of this material cannot accurately, 


inexpensively or conveniently be measured, inspected or accounted 
for, while it is on the machine, or after it has left the machine, it must 
_ be measured before it reaches the machine. 
By requiring the user of the patented article to obtain such 


- material from a single source, the patent owner ensures the means of 
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accurately, inexpensively and conveniently measuring the amount of 
the use and output of the patented article and collecting the royalty 
so determined, by charging for such supplies a sum sufficient to cover 
their cost, and also an additional amount in the nature of royalty 
for the use of the patented article. As regards many patented articles 
which otherwise could be sold only in small numbers, at a large out- 
right purchase price, no other means of determining a royalty, based 
upon the amount of use and output, can be devised. 

Under this plan, the money burden upon the licensee does not fall 
upon him all at one time, like the necessity of paying at the outset 
a large purchase price, but is distributed over a period sufficient to 
enable him to derive, from the use of the patented article, the means 
of compensating the patent owner. 

Besides these obvious considerations, any one of which alone 
sufficiently justifies such a license restriction as was presented in the 
Dick case, there are other considerations which, in a larger view, 
are even more controlling. 

The satisfactory operation of the patented article may, and in 
many cases does, entirely depend upon its use with specially prepared 
supplies, or in continuity with other specially adapted machines, or 
in some particular manner. 

An electrical appliance, adapted for use with a particular kind 
of battery, might be very effective when so used—in which case its 
usefulness to the licensee would be considerable, and its commercial 
value to the patent owner would be correspondingly gratifying; 
while if used with another kind of battery, it might be ineffective— 
in which case its usefulness to the licensee would be slight and its 
commercial value to the patent owner would be disappointing. 
A license requiring that the appliance be used only with the battery 
specially adapted to it guarantees the highest degree of usefulness 
to the user, and assures to the patent owner the commercial value 
of the patented article to which he is justly entitled. 

A patented machine, used in manufacture,may be contrived, 
with great nicety, to take the partly finished product as it leaves 
another machine, and to continue the process of manufacture for 
another stage from that point, and then to turn it over to another 
machine which continues the manufacture from that point. This 
particular machine, it is obvious, must be accurately adjusted, so as 
to supplement precisely the work done by the machine that immedi- 
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ately precedes it in the manufacturing process, and to match exactly 
the requirements of the machine that will immediately take up the 
work at the point where it leaves off. The satisfactory operation of the 
particular machine in question may, and in actual instances frequently 
does, entirely depend upon the nicety, accuracy and precision with 
which it is adapted to the machine that immediately precedes it, 
and to the machine that immediately follows it in the manufacturing 
process. Unless the machine that precedes it is accurately adapted 
to bring the half-finished product into just the condition necessary 
for satisfactory operation upon the particular machine in question, 
the operation of the latter machine will be unsatisfactory; and the 
results to the user and to the owner of the patents covering that 
particular machine will be correspondingly disastrous. Similarly, 
uniess the machine that immediately follows in the manufacturing 
process is precisely adapted to take the half-finished product in just 
the condition that it leaves the particular machine, it will inadequately 
supplement the work that has previously been done, and will wholly 
or in part prevent the successful result to which the satisfactory 
operation of this particular machine has fully contributed. 

Instances of ingenious and delicate machines, each nicely adapted 
to perform one stage of a manufacturing process, and together, as an 
industrial series, nicely, accurately and precisely adjusted to take 
the raw materials through the successive stages in the process of 
manufacture until the finished product is eventually turned out may 
be found in many highly developed manufacturing industries. 

As to any patented article of the class of particular types of 
machines just described, it is obviously proper that the patent 
owner, in order to insure satisfactory results to the user, and to 
preserve for himself such commercial value as accrues from the 
assured satisfactory operation of his machine, may require that the 
machine be used only with such specially adapted machines and in 
such particular manner.as will insure satisfactory results to the user. 

The notion that the patent owner owes the duty to the com- 
munity of allowing every user of the patented article to experiment 
with any supplies that the user can find, or to use, in any manner that 

_ the user can think of, a patented machine that has been delicately 
contrived for just one particular use, has no support whatsoever in 
law or in reason. 

Patent owners have an interest in the — raceaes and 
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commercial desirability of their patented articles, and may insist 
upon such conditions, in respect to their use by their customers, as 
shall insure to the customers, no less than to the patent owners and 
to all prospective customers, the standing, reputation and commercial 
desirability of the patented article. 

To suggest that the user of the patented article has some kind 
of natural right to experiment, as much as he likes, with unauthorized 
supplies, is as ridiculous as to suggest that a tenant has a God-given 
right to use his landlord’s premises in any manner that violates the 
condition of the lease. 

The only reward to those who bear the burden of perfecting the 
inventions which make possible the progress of the race is the pro- 
tection afforded by the patent system. The Constitution provides 
that the inventors who develop their inventions at their own risk 
and by their own labor and expenditure shall “‘for limited times” 
have the “exclusive right’”’ to their own creations. By restricting 
this limited time to seventeen years, Congress has removed the pos- 
sibility of oppressive monopoly. 

Any proposal to abridge the reward for invention involves the 
welfare and very existence of the entire community. During the 
present century the new fields which invention can open must 
necessarily be fewer than those opened by the brilliant series of pioneer 
inventions in the century just past. Future inventions will require 
greater effort and, consequently, rewards which shall certainly be no 
less than those afforded by the laws and decisions that compose the 
present patent system. On every hand it is conceded that the 
efficiency of human institutions must be increased in order to cope 
with the increasing difficulties of existence. The most important 
agency for this purpose is invention as fostered by the present patent 
system. Nothing could be more reckless than to cripple at this 

time the chief force engaged in solving the problems of civilization. 
For the future of American industries, and the welfare of the entire 
country, it is hoped that a correct understanding of the tremendous 
importance of the present patent system may cure the disrespect 
of patent rights implied in the hostile comment directed against 
the recent decision of the Supreme Court and implied in the changes 

of the patent law proposed by Congress. 
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News:” We have been told, gentlemen, that the reason why the trusts 
were organized was because of the economic advantages of combina- 
tion. I am far from denying that there are, in certain lines of trade, 
great advantages in monopoly. I fully agree with the principle that 
in transportation, for example, we must have monopoly. It may be 
also that in certain other lines it will be for the advantage of the 
public to have great combinations of capital and limitation of com- 
petition. I think it ought to go on record, however, that the great 
carnival of trust formation which went on in this country ten or 
twelve years ago, did not come about because thirty or forty manu- 
facturers saw that they could make great economies by combining 
and forming a trust. The real forces behind that movement were 
very plain and simple. A lot of excellent bankers in Wall Street 
found that they could buy two and two, put them together and 
sell to the public for six or seven or eight. 

You have heard something about the Single Tax and unearned 
increment on land values. I wish to point out that the trust formation 
placed an unearned increment burden on our manufacturing indus- 
tries. The independent manufacturer doing business, under former 
conditions, expected ten per cent interest on his capital actually 
invested. The bankers found by combining a lot of concerns, that 
the public would buy them at a price representing several times 
the actual investment, and would be satisfied with a return of five 
or six per cent. That discovery has loaded up our manufacturing 
industries with an enormous burden of capital on which they are 
now trying to earn dividends. 

The Sherman Act is only one step in control of the trusts. 
The trust movement has divorced ownership from control. The 
individual stockholder in a trust or any great corporation has no 
part in its real control. These great concerns are run by a small 
coterie of financiers, who may often hold only a small percentage 
of the stock. Government supervision is as necessary to protect 
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the hundreds of thousands of small stockholders from robbery as it 
is to protect the public from extortion. 


Mr. R. F. DEVINE, Erte, Pa.: I came from Erie to attend 
these meetings and have had the pleasure of listening to statesmen, 
college professors and prominent representatives of labor, illuminat- 
ing the various subjects upon the program. 

I have looked in vain for some common ground, some common 
conviction upon which we could all stand. One speaker after another 
proceeded with statements contradictory to or disagreeing with the 
statements of those preceding him and it seems strange that in this 
late day, statesmen, professors and reformers in behalf of labor who 
boast of the policy that has prevailed throughout this country should 
ridicule the honest statements of one of the speakers who by making 
reference to socialism merely attempted to step out of the beaten 
path. This gentleman has my respect, for he has shown the courage 
of his conviction. 

I am not destructive. I believe in God and in mankind and in 
the final destiny of man. My contention is that the underlying 
cause of trouble is this, that in common with other civilizations we 
started out in error, ignoring for the most part natural rights. When 
we founded our government we deemed the highest right to be politi- 
cal and so the liberties of the people are now limited to what can be 
obtained through the exercise and administration of their political 
rights, for the fact that there are natural rights was not considered 
either by the constitution or the fundamental laws of the govern- 
ment. 

What I mean by natural rights of man is this, that in so far as 
we are equal children of God, just so far are we equally entitled to 
what He created. In other words, God gave us power to labor that 
we might obey the injunction, “In the sweat of thy brow shalt thou 
eat bread,” and that this divine injunction could be obeyed, He 
provided a material universe upon which we could exert these powers 
and gratify our desires. 

You may laugh about the single tax, but I want earnestly to 
declare that this is the great moral reform which is now applicable 
even in the midst of these complex conditions. It requires reflection 
to see that manifold effects result from a single cause and that the 
remedy for a multitude of ills may lie in a single reform. Yet do not 
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the fruits of the soil belong to him to ‘whom belongs the soil 
itself? 

Our nation is going in exactly the same direction as that in which 
every other nation has gone. Our ship of state is doomed to end 
upon the rocks unless we retrench and restore to the American people 
their inherent right to the use of the earth. The American people 
have a natural moral right to an undivided interest in the land of 

their country—the coal fields, the farm and mineral lands, the surface 
and interior everywhere. This can be obtained only by the applica- 
tion of the principles set forth by one of the speakers and advanced 
more comprehensively by Henry George, principles based upon both 
a keen sense of moral right and a clear understanding of practical 
economics. 

Why is it that these learned men must wait for a breaker boy 
to tell them this? That is where I got my early education, in the 
anthracite coal fields. But after years of travel, of thought and seri- 
ous work upon these problems in an earnest endeavor to solve them, 
for myself at least, I found, I believe, this fundamental truth, that 
private appropriation of rent, or the earnings of land, is morally 
wrong. Indeed it is the greatest and most fundamental wrong. 
Selling money is a moral wrong, for money is created by law, by the 
fiat of the government. It is not the product of labor and ought 
not, therefore, to be bought and sold. Land should not be bought 
and sold. It is the gift of God to man, not to this generation merely, 
but to all generations, a gift which all may use, but none claim as 
his alone. 

No one comes into the world save through the grace of God, 
and his presence therein attests his inherent right to equal enjoyment 
of God’s bounty. To things created by our own labor we have an 
absolute right, but to those created by the will of God we all have 
equal right. He is the beneficent Father, we are His children; and, 
as Henry George well said, ‘‘It is a natural law that this provision 
has been made for the organization of society.” 


= Mr. F. L. KING, PreEstpent, Goop GOVERNMENT CLUB OF 
_ Prennsytvania: The effect of industrial combinations, culminating in 

_ the fifteen billion-dollar monopoly of monopolies in finance, commerce 
and industry, is felt by everybody—the laboring man, the business 
-man, the manufacturer, the farmer the consumer and the govern- 
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ment—in the high cost of living throughout the land, to the extent 

of from thirty to forty per cent excess of dividends unjustly and 
unreasonably paid on fictitious values on railroad, steamship and 
industrial securities. 

This has been insidiously accomplished through re-organization 
after re-organization increasing the original fictitious values until 
it has become a menace to the people and the nation. No one 
industrial concern can earn or be allowed to extort over one billion 
dollars in ten years within the limits of the Sherman law, and with 
regard to the rights of others; and one thing is certain, there can 
be no improvement until the links of this endless chain be separated 
into their component parts and properly regulated by the state and 
federal governments. 

Competition, as a safeguard to national welfare, depends entirely 
upon state and federal regulation by state and federal authorities 
conjointly; restricting trusts or corporations to not more than twenty 
per cent of any business, raw material, or money; preventing inter- 
locking of directorates and interholdings of stocks, so as to secure 
fair play in business, as also property and individual rights. 

This regulation should prohibit the relinking of all component 
parts of trusts, except where wise, prudent and advisable for com- 
petitive purposes, as also the possibility of trust control by the 
changes of political parties or otherwise. No intelligent business 
man, without an ulterior motive, can advocate that these trusts 
should be allowed to continue in their present courses of enslaving 
the public for their selfish benefit by regulating a part rather than 
all of them, and no matter how much the inexperienced may object 
to regulation, it is the only way that right and justice can be secured 
and maintained. 

It is always to be borne in mind that the growth of this endless 
chain of special privileges is due more especially to one faction of 
Wall Street’s high financiers, which, if permitted to continue, would 
not only ruin individual and corporate home trade but that foreign 
trade, for which the Panama Canal was built, and which is so essen- 
tial in building up an interchange of commerce with Central and 
South America. 

Regulation that really regulates is the only efficient and effec- 
tive process by which trusts can be broken up and controlled so as 
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capitalization and limit dividends, has twenty-one years struggled 


‘ but to enable business men and manufacturers to get this business 


of trade, not only in the Western but in the Eastern Hemisphere, 
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to prevent the swamping of the courts with endless complaints; 

and unless laws be enacted that will put all corporations on the same 

footing, there will be endless trouble, in which trusts and corpora- 
tions will defer indefinitely the needed remedy. 

The Interstate Commerce Commission, without power to regulate 


to reach its present incomplete measure of regulation of railroads, 
and has this month thrown upon the courts, entailing endless 
delay and expense, over four thousand disputes. This sort of 
thing, this trifling with business, must not only be avoided in 
gelation to each line of commerce, but in railroad carrying as well. 
The laws should be explicit. Empower the arbitrators to settle 
these matters in advance, and render unnecessary the bringing of 
erroneous disputes before either the commissioners or the courts 
- and thus entirely side-track two-thirds of the bridges thought neces- 
sary to cross and teaching the valuable lesson of how to perform 
business honestly and right, by the example of respect for the law, 
~ and how to effectively correct the business morals of the nation. 
No citizen has the right of free contract, verbal or written, 
directly or indirectly, or the right to do as he likes, if it injure others; 
_ and every violation of the law that tends to ruin the national welfare 
“e should certainly be punished as a personal criminal act, for if what 
has been done by the trusts in the past is not treasonable, then 
- treason has been forgotten. 
The readjustment of the tariff, on a scientific basis, consider- 
_ ing the differences in costs of production here and abroad, has 
_ proven a wise step in advance of the opening of the Panama Canal; 


= ‘ in competition with Germany, and other countries, and hold it 
permanently by selling at the same prices abroad as at home, any- 
one can see that still further readjustment of the tariff will be in 
order in 1914. Moreover, the elimination of fictitious values in 
_ railroad and industrial capitalization; the breaking up of control 

of raw material; reduction in the prices of money; freight rates and 

costs of production all along the line, are essential before manufac- 
- turers and business men can begin to secure that larger proportion 


to which American citizens are justly entitled. 


Pall 
a 
2 
4 
= 
— 
eh 


The Annals 


The elimination of the presumption of double profits from a 
section of high finance in New York in 1907 by American business 
men has already shown the importance of applying the same rem- 
edies to railroads, banking and business, and the questions for 
serious consideration, then, are as follows: 

1. Recognizing that while one hundred per cent of business will 
always be doing, and that there is not two hundred per cent to divide 
with anybody, as radicals and high financiers would make the 
public believe, proper laws and measures should be enacted and 
adopted to secure the people in the full rewards of their industry. 

2. Elimination of all double profits, unjust profits from money, 
combined with unreasonable profits from business. 

3. The building up of foreign trade by reciprocity treaties, and 
the recognition of the fact that the deepening of the interests of the 
people in this business will bring full rewards to all. 

4. This is the time to do it and without further unnecessary 
delay. 


of the American Academy 


Mr. F. S. UNDERHILL, Because the hour 
is so late, I do not believe I will take five minutes. I received a 
communication from Mr. Rowe, offering ten minutes in this dis- 
cussion. 

I am a representative of the lumbermen. There has been a 
great cry about a lumber trust. I shall not attempt to discuss it 
at this late hour, any more than to say that after a great deal of 
endeavor on the part of those who sought to locate a lumber trust, 
they failed to find such a trust among the manufacturers, or among 
the wholesale distributors of lumber. Eventually, however, in their 
eagerness to find something of that nature they landed upon an 
organization of retail dealers located along the eastern seaboard, 
known as the Eastern States Retail Lumber Dealer’s Association, 
whose members do not do one per cent of the lumber business of the 
country and proclaimed them as a “trust of power;’”’ and all that 
could be said of these people was that they believed there was such 
a thing as ethics even in the lumber trade. 

There never was, in the sense of the Sherman Act, or in any 
way that has ever been fairly demonstrated, a lumber trust. There 
never could be a lumber trust. There is more competition to-day 
among lumbermen, manufacturers, wholesalers and retailers, I 
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imagine, than in any other commodity marketed in the country; 
and if there ever comes a time when any of the men who are in the 
_ Jumber business attempt to organize a monopoly or trust, there 
are enough farmers owning timbered wood lots, and enough saw- 
mill manufacturers to produce portable saw mills to enable them 
to put any such trust out of business in a few months. 
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LADIES AND GENTLEMEN: I understand generally that this is 
a discussion of the question of the legality and illegality of indus- 
trial combinations, and that it involves incidentally the question 
of the enforcement of the anti-trust law of the United States, and 
the anti-trust laws of the states. I have been engaged for twenty 
years in construing the anti-trust law of the United States, and I 
think I know what it means. I have been told that the business 
people of the community do not know. I have observed that 
those who are not in the particular industrial combination that 
violates the law, but who are in competition with it, understand 
exactly the application of the law to that industrial combination. —- 
I believe that the law has been explained by the Supreme Court __ 
of the United States in such a way that most business men can under- © 
stand it, if they desire to. I recognize the fact that it renders unlaw- 
ful, combinations and agreements which before its passage were 
regarded as proper avenues of business enterprise, and that it is 
very difficult to secure conviction of any person for violation of 
that law by a jury when it is supposed that the conviction is going 
to send men to prison. I am in favor of the enforcement of the 
law, but I believe in enforcing it in the way which is best adapted 
to secure compliance with it. I think it ought to be done by equitable 
proceedings directed toward the transaction itself, until the public a 
and the business men are educated up to understanding what it is. __ 
I think that we must retain the law, my friends. I do not think we | 
can permit the gathering together of these great industrial combina- am 
tions that are illegal, merely by a desire to secure a reduction in the © 
cost of production. Up toa certain point, it is true that the accumu- 
lation of plant will reduce the cost of production, but beyond that 
when you lose the benefit of the personal equation of the manager, 


THE ADMINISTRATION'S THEORY OF A CONSTRUCTIVE — 
— 


and when you enlarge the plant so that it covers the country, you 
increase the expense of the production rather than reduce it; and 
the accumulation after that, therefore, is not for the purpose of 
reducing the cost of production, but it is for the purpose of controlling 
the business and controlling prices. 
Now I am not in favor of persecution or running amuck among 
the businesses of the country. That is not the policy of the govern- 
ment, but it is to treat that law as any other law, and enforce it so 
long as from legitimate sources of our information we find violations 
of it, and so long as the law is on the statute book we propose to 
continue that policy; but we are not engaged in trying to strike 
down the business of this country. Where combinations of this sort 
show themselves willing to come within the law, the attorney- 
general is only too willing to enter a decree by consent, if need be, 
enforcing the law and dividing up the great combinations into lesser 
combinations. 

The operation of the Tobacco Company and the Standard Oil 
decrees are pointed to as an indication that they are ineffective. 
Nobody can say that. They are great combinations, the division 
of which and the effect of the division of which you can not under- 
stand until two or three years have passed. The increase in the 
value of the stock is doubtless due to the competition—in the desire 
to secure control of one company or the other, and until two or 
three years have passed, you can not speak of the effectiveness of 
the decrees of the Supreme Court. My own judgment is that a 
decree entered as this is, with a continuing injunction, is the most 
effective method of enforcing the competition or the motive for 
competition that is needed to break up the control of prices. It is 
a serious problem, and I do not speak with confidence or certainty. 
I only speak with the judgment that I have formed from a study 
of the law and an observation of its effect that a judicial experience 
of eight or ten years and an executive experience of three or four 
have given me. Wecan not afford to be under the absolute control 
of a few men in business, any more than we can in any other branch 
of life, and we must take such steps as are necessary to protect our- 
selves against control. 

There are some funny things in politics and in government, and 
some opportunity, if you have a sense of humor, to enjoy looking 
into human nature as it is. The fact is if you did not have a sense 
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_ of humor in carrying on an office like that of President of the United 
States, you would get so many jolts that it would use up all your 
nervous system. 
Now, you remember in 1904 and 1908—I remember because I 
was in the campaign in those years—that we were calling out, and 
both sides were calling out, and there was a terrific noise about the 
enforcement of the anti-trust law, and everybody that was said to 
be progressive was bloody about the enforcement of that law. Well, 
I got a lawyer who I thought knew how to organize a business office, 
and made him attorney-general, and he got lawyers about him who 
were organized for the purpose of carrying on litigation in courts, 
and not for the purpose of running headlines in newspapers. We 
went ahead and began to enforce the anti-trust law against every 
combination that was brought properly to our attention. It was 
not very long before I met those same progressive gentlemen who 
were engaged in demanding the enforcement of the anti-trust law 
coming the other way and saying, “‘ Here, you are interfering with 
business, you have no thought to the benefit of the public.” Well, 
it just took my breath away. Nothing had been done with the law 
_ —it still remained on the statute book. It was there for enforcement 
under the oath that I had taken as President of the United States, 
and yet I was greeted from every part of the country with the state- 

- ment, ‘‘ You are destroying business.” I was merely trying to carry 

a the promise I made in the last campaign, and the oath I had 
taken. The operation was misunderstood. It was supposed to be 
_ very much more destructive than it really was. Business men who 
_ never had violated the law were not quite certain whether they had 
or not, and they became frightened, and there was a kind of panic, 

and I found myself in that situation which, had I not thought it 
comic, I would regard as very serious. 

a: We can supplement this statute. We can supplement it by an 
incorporation act that shall bring close supervision to these great 
industrial enterprises, that shall provide for the punishment of their 
_ officers when the law is violated, just as the officers of the national 
_ banks are punished, so that stockholders if they are not themselves 
_ need not be made to suffer. We can make a law which ot an 
give to legitimate, business that shall come within the supervision o 
the United States government, that protection that will make 
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business possible and easy and legitimate, and I hope will secure the 
prosperity that legitimate business is entitled to. 

I have not had the benefit of what has gone before, and if I 
have said anything that was an absolute contradiction of what 
anybody else said, I apologize to him, but I do not take back 
the proposition. 
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THE ADMINISTRATION’S THEORY OF A CONSTRUCTIVE 
POLICY CONCERNING COMBINATIONS 

II. Appress By Georce W. WICKERSHAM, 

‘ ‘ Attorney-General of the United States. 

» I have been asked to give you in a ten or fifteen minutes’ informal 
talk, my ideas of the topic of the evening, “The Elements of a Con- 
structive National Policy with Reference to Combinations.’”” Now 
the last two decisions of the Supreme Court of the United States 
upon the Sherman anti-trust law have resulted in a rather confused 
and somewhat paradoxical state of public opinion. Two schools of 
interpretation of that act had grown up, one which would have 
given to it a meaning that would have made it an absolutely unen- 
forceable law, by rendering illegal every contract which in any degree 
tended to interfere with competition, and another, which gave to it 
a reasonable interpretation by making illegal only those contracts 
and so on, which directly and materially and unduly restrained the 
_ ordinary flow of commerce among the states. The Supreme Court, 
in the last two decisions gave to the act the latter interpretation. 
One would not have thought that that result would have been received 
with great satisfaction on the part of the great body of business men 
who are not concerned in great monopolies, not interested in main- 
taining unfair competition, but desirous of being protected from the 
_ unfair competition of their wealthier and more fortunate neighbors, 
and not desirous of having all corporate effort of every kind put 

- under the ban of the law; and yet there arose immediately after 
these decisions two currents of criticism. One maintained that the 


uJ _ law had been emasculated and was no longer of any consequence 


and no longer a possible instrument to effect the ends had in view 
_ by those wise men who framed it. Another rather steadily dis- 
- seminated through the community the thought that after all these 
decisions left the law so that it would operate to make every kind 
_ of co-operative undertaking in business illegal, and that every cor- 
poration, every association, still remained in terror of the law, and 
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round his neck. But as a matter of fact, the Standard Oil Combina- 
tion had to be divided up into thirty or more separate distinct com- 
panies, and the Supreme Court sent back to the Circuit Court the 
great tobacco combination to be so divided by that court as to 
end the monopoly which it had up to that time enjoyed. And the 
question then arose, “Is it possible to break up a great combination 
of business like this, without bringing ruin and destruction to a 
vast, widely extended business?’ With infinite pains there was 
worked out a solution to that problem, and that great aggregation 
of capital and industry was divided up into fourteen separate and 
distinct companies, each one large, well organized, well equipped; 
not one of them having a large enough amount of the business to 
constitute a menace to the community, each one fitted to compete 
with every other,—because if they were not all strong, competition 
would soon have ended in a renewal of the old monopoly. 

Well, again there were two schools of criticism. There were 
those who were disappointed because, as with the wave of a wand, 
conditions that had existed twenty years ago were not restored. 
Of course, it was impossible that should be. These things have grown 
up through years. They cannot be torn asunder and the conditions 
which had existed two decades ago reinstituted in all their original 
vitality. But the first fruits of that disintegration have already been 
made apparent in Kentucky, where during the last two or three 
months they have had a competition in the purchase and sale of 
tobacco leaf greater than has been known in years before, because 
instead of there being one buyer fixing the price he would pay, 
there was active competition between eight or ten large, competitive, 
well-equipped buyers. Then, of course, there were the critics who 
regretted greatly that the national administration should have suc- 
ceeded in working out a problem of this character without the em- 
barrassment which would have attended upon a ruin of vast interests 
and the destruction of great business, and then in the third place, 
there were those who hoped for ruin, who were not content with 
seeing the companies divided up into separate parts, each equipped 
to carry on its own part of the business in competition with others, 
but who wanted to see a widespread destruction which would have 
resulted from any other kind of disintegration. All these people 
were disappointed . The plan adopted was the first step in a sound, 
constructive national policy. It showed that the Sherman law was 
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adequate to reach the greatest evil against which it was directed, 
to take the vast organizations which had acquired such wealth, such 
a control of the business as to become powers menacing the stability 
of free institutions, and to resolve them into smaller elements from 
which no such fear need be apprehended. The same principle has 
been applied since, is being applied now, and will, I believe, result 
in working out satisfactory results in its application to these great 
aggregations which in the past have brought so much trouble to 
the minds of lovers of their country, and will make it possible to 
carry on these great businesses in a way which is essential to the 
welfare of a great commercial people, without at the same time 
exposing them to the dangers which have in the past seemed at 
times to be overpowering. 

But the Sherman law also applies to some things besides monop- 
oly. It was directed also against all contracts, combinations and 
conspiracies that unduly impose an unfair restraint upon commerce 
and business. Until a few years ago, until, to a large extent, a 
very recent date, there was in every line of business to be found 
some kind of association or body or contract between the various 
concerns dealing in that line of business, which sought to control 
the amount of business each of the members might do, the prices 
_ which each one might charge, the way in which each might do his 

business, and which were directed to the exclusion of other people 
from coming in and competing in that business. They were almost 
always unfairly managed, and almost without exception, if you 
could get the history of these organizations, you would find that 
they were unfairly managed to the people who took part in them, 
and were always unfair to the outside public. Now, many of them 
have been broken up, some of them are defendants in suits by the 
- government to-day. All of them are illegal, but some of them still 
persist. I had a letter, a day or two ago, from a merchant in a 
western state, who told me that, desirous of buying a large amount 
of a certain commodity in his business, he wrote to ten producers, 
manufacturers, asking for bids. He got two replies. The representa- 
tive of one of those who bid came in to see him, and was very insistent 
about taking his order. The merchant said, “I can’t decide now 
because I have written to a number of other manufacturers and am 
waiting to hear from them.” Whereupon his visitor took out of 
his pocket six or seven of the letters the merchant had written to 
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the other producers, and said, “My dear sir, don’t fool yourself, 
If you want that product, you will buy from me.’’ Now that was 
an actual occurrence. All of those people he had written to were 
supposed to be independent manufacturers with no connection with 
each other. Obviously, they had some kind of an organization, or 
some kind of understanding among themselves to stifle competition, 
and to compel a man who was buying that product to buy in the 
way they agreed, and under the compulsion that their association 
imposed. Of course it was illegal; of course they knew it was illegal; 
of course it was unfair to the buyer; and it probably was unfair to 
all except one or two of the stronger of those who were in the asso- 
ciation. Now that is one of the things against which the Sherman 
law was directed, and against which a sound, constructive national 
policy must protest and must proceed. The Sherman law only 
applied to that sort of thing, in interstate commerce, laws as old 
as the hills; because such things were always illegal in every English 
speaking country. 

But there is another phase of this subject. We have been 
singularly slow, in this country, in legislating intelligently with 
respect to the most important of all business associations or corpora- 
tions. The national government has left the subject to the states; 
the states have dealt carelessly and unintelligently with the subject 
in almost every instance. One-half, I think it is safe to say, and 
often a larger percentage, of all the trouble that hasarisenwith respect 
to the control over industry, the unfair control by combinations, 
has grown out of the lax laws relating to the organization of corpora- 
tions in the different states of the United States, and out of the fact 
that while the national government has plenary power over interstate 
commerce under the constitution, and the Supreme Court has given 
broader and broader interpretation to that power, yet in dealing 
with the most vital of all questions of interstate commerce, the 
national government has only legislated negatively and restrictively. 
Now two schools of thought obtain with respect to that subject. 
President Taft as the leader of the national progressive school of 
thought has advocated the passage of a national incorporation act, 
under which there may be formed, subject to one set of regulations, 
corporations adequate to the conduct of great business, and yet so 
safeguarded and protected in that organization and conduct, as to 
make it impossible for them to become vehicles of fraud on the 
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public, or of the attainment of undue control and monopoly. There 
is much opposition to that suggestion. It is true the national govern- 
ment has created a national law for the formation of banks, under 
strict supervision, which has worked so well that, relatively speaking, 
bank stocks command a higher price than any other stocks in the 
community. It is true that congress did create a few corporations 
for the construction and operation of railroads, but later abandoned 
that policy; and a great many thoughtful and intelligent people 
dread the centralization of power in the national government which 
would result from the establishment of a system of national 
incorporation. 

Then there are some states like our sister across the river, who 
derive a large revenue from this important enterprise of creating 
corporations, and those states, like all who derive a large revenue 
from an established industry, discover a singular unwillingness to 
give it up. And so these two forces, first the force which always 
presses against a new thing, then the forces which derive their strength 
from established revenue, which would be affected by the proposed 
change; and a third force, namely, the dread of centralization, 
rooted in the old states’ rights idea,—all combine to prevent any 
progress being made along this line of formative, constructive 
national legislation by providing for the organization and conduct 
of corporations. Well then, another way of dealing with the sub- 
ject is suggested, and that is by legislating, negatively again, using 
this great power to regulate interstate commerce by saying such 
commerce shall be only conducted by certain organizations that 
possess particular qualifications. It is suggested that congress 
enact a law providing that on and after a certain date no corporation 
shall carry on business among the states unless it is organized under 
a law and under a charter which contains certain specified things. 
The foremost bill embodying that idea that I know of, and indeed 
the most intelligently prepared measure expressive of the nega- 
tive principle of regulation is the bill introduced into the senate by 
Senator John Sharp Williams of Mississippi. Probably, as far as 
future organizations go, such a measure would be very effective. 
My fear about it is that to say that after we have gone on for years 
under a system: allowing the states to create corporations, provide 
the law of their being, and authorize them to do all sorts of things, 
the eee government following a perfectly laissez furs Policy, 
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and after millions of money have been invested in faith of that 
kind of government, a law that provided that unless on or before 
a certain day no interstate commerce should be carried on by any 
corporation unless organized in a way specified, would be impossible 
of being carried out and would lead to great confusion, and 
loss. 

Then too, I do not believe in dealing with the subject in a nega- 
tive way. I believe that power carries with it responsibility; that 
the national government, possessing what has been declared a plen- 
ary power, exclusive of any other power, over this subject, having 
exercised that power by saying that thou shalt not, should face the 
responsibility and say what thou canst; and that until the congress 
of the United States approaches the subject in that way, no solution 
can be found for this fundamental problem in connection with the 
conduct of business and the application of the law to combinations 
and to competition. I say, until congress approaches that subject 
in that formative, constructive way, I do not believe the problem 
can be solved. As it seems to me, the three elements of a construc- 
tive national policy are, first, the enforcement of the Sherman law 
in its application to the great combinations which threaten or have 
threatened monopoly, by resolving them into elements, no one of 
which shall be large enough to be a public menace. Second, the 
application of the Sherman law to the destruction of all agreements 
between independent manufacturers or factors in interstate business 
which unduly and unjustly interfere with the free flow of commerce 
among the states. And, third, in the enactment of some sound, 
sane, intelligently conceived national law for the creation of cor- 
porations, for the conduct of business among the states and with 
foreign countries. 

Now this is a vast subject, a subject that directly or indirectly 
touches every citizen. It is one upon which no one can have any 
patent nostrum; it is one upon which every intelligent man should 
have some thought; it is one that must be solved by the comparison 

of facts and by threshing them out in that great crucible in which 
English speaking people have always progressed, namely discussion, 
public and private, resulting finally in legislation which shall be the 
expression of the best thought of the most intelligent portion of the 
community. Therefore I welcome the opportunity to come here 
and meet a body of earnest men and women, interested in this sub- 
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ject, to contribute my mite towards the discussion, a contribution 
that I make with considerable diffidence, because it has been my 
duty to administer and apply the existing law, not always to the 
intense satisfaction of those against whom it was applied, but always 
with the earnest desire to apply it where the mandate of congress 
had said it should 
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By Hersert Knox Smith, 


Commissioner of Corporations, Washington. 


We can take the years 1887, when the Interstate Commerce 
Commission was first established, and 1890, when the Sherman 
act was passed, as the beginning of our present policy, or lack of 
policy, on the corporate problem. One negative fact stands first. 
Although more than twenty years have elapsed, we have substantially 
failed to establish any constructive policy as to industrial corpora- 
tions. The Sherman Anti-Trust Law represents, with one exception, 
which I shall mention later, that entire policy. That law is, of 
course, not constructive. Its primary object is the prevention of 
monopoly and of certain kinds of combination. It is enforced 
entirely by judicial procedure, partly under the strict and narrow 
forms of criminal law. 

The remarkable corporate concentration that has taken place 
in these twenty years has, of course, had good as well as bad results. 
Otherwise it could not have reached its present dimensions. But 
thus far our non-constructive policy has in the main failed to segre- 
gate the good from the evil. It has simply attacked the evil by 
attacking the whole process, without any attempt to separate and 
preserve the good. 

It is not necessary to enlarge on the absurdity of attempting 
to regulate modern industrial corporations exclusively through the 
courts. The court is a means of settling a specific question, usually 
of private property right. It acts only on particular cases; it is sub- 
ject to highly specialized procedure; its methods are necessarily slow; 
its training is legal, and it applies legal, not economic or financial, 
principles. Finally, its processes are in most cases remedial after 
the act, and not preventive before the act. 

This striking gap in our public policy as to industrial corporations 
almost bespeaks its own remedy. What we must have is a federal 
administrative office supe1vising industrial corporations, analogous 
in some degree to the Interstate Commerce Commission which deals 
with railroads. The machinery of modern business is excessively 
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complex. To cope with the changing problems raised by it requires 
an organization which shall be permanent, flexible, composed of 
trained experts, having available the accumulated knowledge of 
continuous service and investigation, capable of co-operation, of 
prevention as well as cure, and, above all, furnishing effective pub- 
licity. Only administrative action can secure such results 

Thus far I have stated theory. I now propose to describe a 
concrete “experiment in statescraft,” a piece of laboratory work 
upon which I base my theory, and with which I am familiar, by 
eight years of personal association. I have already said that there 
was one exception in our lack of constructive legislation on industrial 
corporations. That exception is the Bureau of Corporations, and 
it is the “experiment” whose results I propose to outline. It was 
organized in 1903. Its sole powers are the investigation of industrial 
corporations engaged in interstate commerce and the reporting of 
the results to the President, through whom they are made public. 
It has no power to enforce the Sherman law, or to direct the course 
of business, or to issue orders, or to grant redress. It is solely an 
educational and publicity agency. 

The Bureau takes up certain specific staple industries or great 
corporations; assembles, from all over the country, the multitudinous 
facts that go to make up their business history; examines them by 
the most exhaustive investigation, much as the scientist studies an 
organism under the microscope; digests those facts into logical, 
impartial and clear reports, and makes those reports public. 

Its organization corresponds to its work. Apart from certain 
clerical and purely administrative divisions, the 125 men in the 
Bureau are divided according to the investigations then pending. 
For example, at present there is a steel division, lumber division, 
waterways division, international harvester division, tobacco divi- 
sion, etc. At the head of each of these divisions is a man of high 
rank, an economist of excellent academic training, and usually also 
with a long subordinate experience in the Bureau. Under him are 
assistant economists, statisticians, accountants, field men, and, if 
needed, attorneys. He is responsible for outlining the scope of the 
investigation, assembling the facts, and writing the report so that 
it shall show not only the facts but the significant permanent ten- 
dencies and conclusions. He consults the commissioner continually 
during the process. The commissioner then revises this report 
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with the utmost care, concerning himself especially with the sound- 
ness of the conclusions reached and the effectiveness of their 
presentation. 

I have said that the Bureau is primarily an agency of publicity. 
It is more than that; it is the agency of efficient publicity. We 
recognize thoroughly that the “‘man in the street’’ will not read 
300-page reports. Our work, however, depends on that man, because 
he represents public opinion, and public opinion is the great force 
that we are trying to direct intelligently on modern business problems. 
Therefore, when any report is published, the essential facts and con- 
clusions are digested into not over two thousand five hundred 
words, or about two columns of newspaper. It must be in such 
shape that the papers will print it as news and the citizen will read 
and understand it. This digest is sent out through the press associa- 
tions, under “‘release,’’ so that it is published on a given day all over 
the country. The result is that while possibly two thousand people, 
mostly technical experts or economists, will read the whole report, 
several millions will at least see the headlines of the digest, and a 
large proportion of them will get the essential facts. The great 
facts of business thus reach the citizen and voter in available form. 

Now for the results. We have found that public opinion, thus 
intelligently applied, when based on concrete facts, is the most 
effective reforming force against industrial evils. The Bureau pub- 
lished a report in 1906 setting out a great system of railway rebates 
and discriminations enjoyed by the Standard Oil Company, every 
fact being verified from railroad records. Within six months of that 
publication the railroads concerned cancelled every rate criticised 
as illegal in that report, and the railroad map was wiped cleaner of 
rebates than it ever has been in the last generation. In 1908 and 
1909 the Bureau published a report criticising sharply certain methods 
of the two great cotton exchanges, New Orleans and New York. 
The New Orleans Exchange at once entered into co-operation with 
the Bureau, and, after conference, voluntarily adopted certain very 
important improvements in its methods. The New York Cotton 
Exchange, after two years, has been forced into considerable, though 
by no means complete, compliance with the recommendations of 
the report. You will observe that here the federal government 
had absolutely no control over these intrastate organizations. The 
operative force was simply publicity and co-operation. 


4 
— 
286 
| | 
| 
| 
iy 
— 
i 
i 7 
> 
' 


Corporate Regulation 


Two reports have been issued by the Bureau on the ‘Tobacco 
Industry,” and produced important reforms in competitive methods 
in the industry, testified to by many of the independent tobacco 
concerns. The Bureau has published three reports on ‘‘ Transporta- 
tion by Water.’’ The one dealing with water terminals has espe- 
cially had a very marked effect both on public opinion and in local 
controversies on this subject. It was used as a campaign document 
in establishing the Port Commission of Seattle, Washington, which 
is aimed at a modern organization of that port, and it has been 
referred to by the courts as authoritative in setting forth certain 
principles of relationship between waterways and water terminals. 
The Bureau has published three reports on “‘ Taxation of Corpora- 
tions by the States,”’ which have been widely used by state officials 
and by the special sessions of at least two state legislatures, called 
for the revising of state systems of taxation. In one state, whose 
taxation system was criticised in these reports, the special session 
of that legislature has made a complete revision of its taxation laws 
with express reference to the Bureau’s report. The Bureau has also 
published two reports on the “Steel Industry.”” These have been 
followed by very tangible results, notably the cancellation by the 
United States Steel Corporation of its “Hill’’ ore lease, and the 
reduction of rates on its northern ore roads, both of which were 
the subject of especial criticism in the reports. Finally, in the 
proposed voluntary dissolution of the International Harvester Com- 
pany, negotiations for which are now pending before the Depart- 
ment of Justice, the Bureau has been called upon largely by that 
department for information on the business facts and economic 
tendencies in that great industry, without which data no complete 
and effective dissolution could be worked out. 

You will observe that these results have been accomplished by 
administrative action, by efficient publicity, through a trained force 
of specialists, whose permanent and continuous work is the handling 
of business facts and business problems. 

Quod erat demonstrandum. In other words, it is submitted that 
this “experiment in statecraft’’ has justified, in actual practice, the 
principles that I first laid down in theory. The gap in our public 
policy must be filled in some such manner. If we are going to 
handle satisfactorily the vital problems of our day, which are eco- 
nomic, and which deal with the enormously complex, immediate, and 
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changing conditions of business machinery, we must have some 
permanent federal office, formed along the lines of the Bureau of 
Corporations, with considerable extension of its present scope and 
power. It must be organized for continuous consideration of these 
business problems, must have complete access to corporate records, 
receive constant reports from important corporations, and be charged 
with the duty of making public the essential facts thus ascertained. 
Consider what this will mean. It will mean the creation of a force of 
trained specialists, whose life work is to acquire and analyze impartial 
and accurate knowledge of this most difficult subject; the accumula- 
tion, in one reservoir, of the vast masses of business facts that con- 
stitute our problem, and the establishment through the years of ad- 
vancing precedents and traditions of business standards and financial 

; relationships. Again, such a system can be made the basis for such 
ss positive regulation of corporations as later may appear desirable. 
. “4 : There are now, broadly speaking, two schools of thought on the 
{ question of corporate regulation. One prefers to rely mainly on 
competition, and depends largely on the enforcement of anti-trust 
legislation. The other prefers to permit combination, and to regu- 
late its operation by direct government intervention. For either 
of these two ideas the plan for an administrative office above out- 
lined is immediately desirable and necessary, while it does not com- 
mit us finally to either policy. 

Finally, and most important of all, such an administrative 
system provides for the education of the American public in the 
problems that they must collectively solve.. Our experiment in a 
national democracy frankly depends on the education of the citizen, 
from the little red school-house up, his education for collective 
action toward a national end. We have no other salvation. It is 
a slow process; it has to be done from the ground up; its results 
do not appear day by day or year by year; but there is no substitute 
for it, and no quick panacea that can take its place. And this can 
be gotten, and can be gotten only through some such national admin- 
istrative system as I have outlined. 
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BY Francis G. New: LANDS, 
United States Senator from Nevada. 


Mr. CHAIRMAN, LaApItes AND GENTLEMEN: I must confess 
that when I entered this large hall I was a victim of surprise. I had 
been invited to attend a meeting of the American Academy of Econ- 
omists, and I supposed that I was to share in a conference upon this 
important subject with gray-haired and hard-visaged economists. 
You can imagine, therefore, my astonishment when I was ushered 
into this large auditorium, graced as it is by the presence of the 
ladies. However, the ladies are rapidly becoming statesmen, and 
we politicians, who are struggling to become statesmen, must take 
them into account. And so, though I must confess I would prefer 
a lighter subject, I will commence my remarks, trusting that, though 
_ dry, they will be instructive. 

I am a member of the Senate Committee on Interstate Com- 
merce, and some months ago we entered, under a resolution of the 
Senate, upon a consideration of the question as to whether further 
legislation regarding the regulation of interstate commerce was 
necessary or desirable and we have been having continuous sessions 


ever since. Lawyers, publicists, economists and business men of 


_ distinction have appeared before us and we have collected some 
_ three thousand pages of hearings upon this question. I must confess 
that as we advanced in the inquiry the members of the committee 
have become more and more confused as to what they should do. 
The matter seemed very simple at the start; it seems very difficult 
and complex now. And I must say that since the hearings have been 
closed, the discussions of the committee have not tended towards 
harmony of action. This trust question has been presented to us 
in various shapes. Some insist upon national incorporation, some 


insist that we should amend the Sherman anti-trust law by defining 


in the statute what the term reasonable or unreasonable, as used by 
the Supreme Court means, that we should by the statute declare 
_ certain presumptions, and that we should, by statute, declare certain 
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evidence to be conclusive evidence of a conspiracy in restraint of 
trade. We have also had suggestions that we should, by legislation, 
prescribe the conditions under which state corporations should 
engage in interstate trade, and we have suggestions that we should 
go so far as to prevent state corporations engaged in interstate trade 
from continuing to engage in such trade, unless the laws of the states 
under which they are organized are changed in such a way as to 
conform to the national conditions, thus establishing by national 
legislation, the reform of the state incorporation laws, and producing 
harmony of legislation so far as the states are concerned throughout 
the union. 

Now, with reference to national incorporation, advocated so 
ably by the President and the Attorney-General and by the Secre- 
tary of Commerce and Labor, I have to say, that, though a democrat, 
I have not looked with hostile eyes upon legislation of that character, 
but I was disposed to confine it entirely to corporations engaged in 
transportation between the states. I thought that it was necessary, 
in a broad and general way, to facilitate the organization of these 
great systems of railways extending from ocean to ocean and from 
the lakes to the gulf, with their various branches, under a national 
incorporation act, and I had the temerity to introduce a bill upon that 
subject some years ago. I was never prepared to extend national 
incorporation to the great trading and industrial organizations of 
the country, because as almost all corporations engage in both state 
and interstate commerce, I feared that the nation would absorb the 
entire function of creating corporations. But even with that limited 
bill I had little success. I found it opposed by conservative republi- 
cans who believed in the large exercise of the federal powers, but 
who perhaps felt that the nation acting collectively upon these great 
organizations might secure a more efficient control over them than 
under the divided sovereignty under which they now rest. And so 
far as the democrats are concerned, I found that their disposition to 
restrict the powers and functions of the national government, as 
contrasted with the powers and functions of the states, prevented 
them from considering even so desirable legislation, the economic 
benefit of which all must concede. I found that they were jealous 
of the exercise of national powers, particularly in the southern states, 
that they wished the corporations to be state corporations, in order 
that their police powers should have full control. I found the Jim 
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Crow cars no inconsiderable factors in the determination of this 
question. For the people of the southern states are adjusting this 
race question according to their own views, and they fear that if 
the railway corporations shall be organized under national charters 
there may be an attempt to enforce some degree of equality in social 
life, as between the two races. So I came to the conclusion that 
even with reference to so desirable a thing as nationalizing our great 
transportation lines, national incorporation would, for the time being, 
be a difficult accomplishment. That difficulty of course increases 
when you propose to extend it to commercial corporations, particu- 
larly in view of the fact that the democratic party whose traditions 
are opposed to it has been gaining in power and strength in Congress, 
and has now secured the control of the lower house, and is rapidly 
approaching the control of the upper house. Courtesy prevents 
me from indulging in any prognostications as to the executive office. 
So I feel that whatever may be said from the economic point of view 
regarding national incorporation, it must drift out of considera- 
tion as a present problem that is capable of approximately near 
accomplishment. 

Most of the witnesses who appeared before us, I may say 
nine-tenths of them, insisted that the Sherman anti-trust law 
should not be changed. A few, as I have already stated, believed 
in supplemental legislation, defining, raising presumptions, giving 
conclusive effect to certain proofs. Legislation of this kind has been 
urged by Senator LaFollette, and most ably presented by Mr. Bran- 
deis, of Boston. I do not think, however, that there is any prospect 
of any alteration in the near future of the terms of the Sherman anti- 
trust law, nor do I believe that any legislation of a supplementary 
character will be indulged in. The legislation of the future will be 
legislation prescribing the conditions upon which state corporations 
may engage in interstate trade. 

Among these bills is the one referred to by the Attorney-General, 
the bill of John Sharp Williams, the gifted Senator from Mississippi. 
I must say that, coming as that did from ourstates’ right democrat, 
it is a gratifying proof of the growth of the view that a larger exercise 
of national powers is necessary in order to meet this great economic 
question; for I must say, when Mr. Williams appeared before us and 
presented his able argument in favor of this bill I was amazed, for 
it not only fixed the conditions upon which state corporations should 
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engage in interstate trade, but he provided in his bill that no state 
corporation should engage in interstate trade unless the state law 
under which it was organized complied with the conditions of the 
national legislation which he was urging, conditions which would 
bar holding companies, bar interlocking directors, bar all corpora- 
tions organized under the loose modern legislation of the states, and 
which would entirely revolutionize such legislation. I was pleased, 
however, with this, as an indication of the growth of the view that 
national powers should be more extensively exercised, because I 
recalled that some years ago, at the great Memphis waterways 
conference, at which you will recollect President Roosevelt made so 
dramatic an appearance, I was called upon to speak regarding my 
favorite theme at that time, the national incorporation of great 
railway and water lines with a view to promoting interstate and 
foreign commerce, and that Mr. Williams sat some few seats from 
me, and that as I advanced with my views, a sad melancholy came 
over his face, and that he sat there during my entire speech shaking 
his head profoundly in dissent. I thought it was a very gratifying 
evidence of a gradual liberalizing of views upon the subject, among 
my democratic friends from the south, that this leading democrat 
should present a bill of so national a character which has appealed 
so to the judgment of the Attorney-General. But asurprise met me 
upon this question in the Committee on Interstate Commerce, and 
I feel as though I were giving away some secrets of the executive 
session. I found that whilst the democrats were advancing in their 
willingness to assert and exercise national powers, some of my 
republican friends on the committee were disposed to retreat, and I 
heard several of them declare that they could never go so far in 
invasion of the functions and powers of the state as Mr. Williams 
was willing to do. So you see the difficulties of the politicians 
struggling to be statesmen. Ladies, beware! 

Then we had another bill before us, Mr. Cummins’ bill, Senator 
Cummins of Iowa, a bill in which he prescribes the conditions upon 
which state corporations shall engage in interstate commerce, pro- 
hibiting, as Mr. Williams’ bill does, many existing practices, such as 
the holding company, interlocking directors, and also reaching out 
for the question of size in corporations; for whilst many contend that 
mere size itself does not constitute restraint of trade, we all know 
that when a giant is walking amongst pygmies, the pygmies do not 
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assert themselves with very much valor. And so, insisting that 
mere size itself may become a menace to interstate trade and destruc- 
tive of competition, Senator Cummins in his bill, tries to reach that 
in effect by a commission, which, under rules fixed by the bill, will 
determine whether a corporation is sufficiently big in its capital or 
sufficiently big in its operations, to constitute a menace to the com- 
mercial life of the country. 

Last, but I should like to say not least, is the measure which I in- 
troduced, the first bill, I believe, introduced upon this subject, imme- 
diately after the decision of the Supreme Court in the Standard Oil 
case, acting upon a contention which I have made for years ineffec- 
tively upon the floor of Congress, but which is now gradually gaining 
an audience, that we should create a great interstate trade commis- 
sion, with powers over interstate commerce similar to those possessed 
by the Interstate Commerce Commission over interstate transporta- 
tion, without the power, I may say parentheticglly, to fix prices, as 
my friend Gary and my friend Perkins would like us to do. That 
bill proposes that we should merge the Bureau of Corporations into 
a great interstate trade commission, similar to the Interstate Com- 
merce Commission, of which commission the chief of the Bureau of 
Corporations shall be a member, and that the entire staff and powers 
and functions of the Bureau of Corporations shall be transferred to 
that commission, thus by a process of evolution, gradually expanding 
the operations of the Bureau of Corporations, turning it from a mere 
bureau of investigation, reporting to the President, into a great 
administrative and corrective tribunal, with powers of publicity, 
with powers of investigation, with powers of correction and with 
powers of recommendation to Congress as to new legislation; and 
also with the power to aid the courts in carrying into effect their 
decrees for the disintegration of existing trusts, and their reorganiza- 
tion into less objectionable forms; and also providing that corpora- 
tions may of their own motion appear before this commission, and 
after presenting fully the form of organization, the methods of doing 
business, submit to the judgment of the tribunal as to whether their 
organization contravenes the Sherman anti-trust law, and then 
correct their organization and their practices pursuant to the deter- 
mination of the commission. I felt that if this bill should pass, we 
should have, not a revolutionary readjustment of the industries of 
the country, but a gradual readjustment to the Sherman law and to 
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other laws which might hereafter be passed, that instead of exercising 
the punitive powers of the government over the officers of these 
corporations which had been built up in the period of thirty years 
under conflicting views of the meaning of the act, we could, by a 
process of gradual correction in the courts and gradual correction in 
this administrative tribunal itself, build up a great body of adminis- 
trative law regarding corporations and industrial and commercial 
operations, such as has been built up by the Interstate Commerce 
Commission regarding interstate transportation. For years I have 
contended that if, at the time the anti-trust law was passed, the 
passage being almost contemporaneous with that of the Interstate 
Commerce Act regarding railroads, we had organized an interstate 
trade commission similar to the Interstate Commerce Commission, 
the action of that commission would have prevented many of those 
abuses which have since grown up and that gradually we would have 
evolved a system of commercial law through administrative processes 
as perfect as that which has been built up regarding our system of 
transportation. To-day, as a result of the splendid work done by 
the Interstate Commerce Commission, a work regarded at the start 
with distrust and met by the opposition of the great railway interests 
of the country, we have reached a condition of things where the 
railroads are practically out of politics and the administration of 
the law by that great tribunal, a free and independent tribunal, not 
subject to the imputation of politics, not subject to executive inter- 
ference, has resulted in satisfying the just expectations of the people, 
and has won the confidence of the railway managers themselves 
I was a member of the Interstate Commerce Committee when we 
were considering many important changes, enlarging the powers 
of that commission from time to time; and upon every occasion we 
were met by the melancholy foreboding of the railway managers 
who predicted the destruction of railway interests and the prostra- 
tion of the entire system of transportation; and yet only recently 
these very railway managers have appeared before our committee 
and have declared that upon the whole, the changes that had been 
made have been beneficial and not prejudicial to the railroad interests 
of the country. We want peace. We want peace in our system of 
transportation, and we have nearly secured it. We want peace in 
our great industrial system, and we are far from it. And the reason 
we have not peace to-day with reference to industries as we have 
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practically with reference to transportation, is because Congress did 
not, twenty years ago, give to the industries of the country the com- 
mission which was accorded to the transportation of the country. 
Now, my friends, I regret to say that I find in the committee 
less disposition to report that bill than when our meetings commenced. 
I must say I have been surprised by it, for at the very start I had 
an informal expression from the majority, I may say nearly all the 
members of that committee, that they thought this idea of the 
creation of an interstate trade commission was excellent. I thought 
it ought particularly to impress the judgment of men, because we 
are now engaged in the evolution of economic thought upon this 
subject. Two rival schools, to which the Attorney-General has 
referred, exist, one believing in regulated combination, the other in 
unrestricted competition. Now that war is going on. No one can 
tell te-day how the people of the United States, with whom the 
ultimate verdict rests, are going to decide that question. Great 
social movements are going on throughout the world. But I fear 
I have trespassed too much upon your time and I will simply stop. 
Being so interested in my subject and so pleased with the attention 
of the audience, particularly of the ladies, I found myself led away, 
and pursued the usual habit of the Senate, which is toward dis- 
cursiveness. I will simply close by saying that this commission 
would give an opportunity to these two contending schools of thought 
to fight out their battle. Meanwhile it would go along by the patient 
processes of investigation, publicity, correction and recommendation 
to build up the body of administrative law that would be serviceable 
whichever one of these theories ultimately prevails. The confusion 
of politics to-day may have something to do with the confusion of 
our minds in Congress regarding this important question. I trust 
the action of the people in the next election will be such (and I have 
no partisan meaning in this) as to clarify the atmosphere and clarify 
the minds of the statesmen, for their minds can only be clarified by 


a vigorous application of public op 
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By James M. Beck, 
New York. 


I am here to-night in the capacity of a Greek chorus. I am 
not so antique and I am sure not half so intelligent. The Greek 
chorus fulfilled its mission of commenting upon that which the 
chief actors had said, and whether it was the hero or the villain, 
it commented with breadth of view and judicial impartiality. There- 
fore being but a chorus and not an actor, I must be brief. There 
is another reason that requires brevity and also discretion in my 
few comments. As the chairman has said I professionally represent 
as its general counsel one of the big interests against which the 
attorney-general has directed his zealous and skilful activities. 
I am therefore in the position of defendant in a United States court 
at Philadelphia when I was district attorney. A strong case had 
been proved against him on a charge of selling liquor without a 
federal license, and his attorney, knowing that Judge Butler most 
despised a perjurer, counseled him not to testify but to keep off the 
stand. ‘The colored man said, “All right. I ’spects I had better 
remain neutral.” There is a third reason why I want to be brief 
in my remarks, and that is, as I still account myself of Philadelphia, 
and as a speaker, a distinguished member of congress, from another 
state, is to follow me, I would only postpone your pleasure and do 
him an injustice if I unduly prolonged my remarks, and I would 
be wanting in courtesy if I encroached upon the time which remains 
to him before the arrival of the President. 

I was much impressed with the fact that each of the preceding 
speakers treated a different phase of the warfare of the government 
against modern methods of doing business, and that each gave 
some testimony as to the practical results of his especial line of 
work. The attorney-general, on the one hand, spoke of the great 
legal department of the government, spoke, not only for himself in 
the successful work which he has done as attorney-general, but in a 
sense for all his predecessors in that high office since the enactment 
of the Sherman law. And the only tangible result of the enforce- 
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ment of the Sherman law to which he called attention, was of some 
competition in Kentucky, in the sale of leaf tobacco, and the fact that 
the stockholders of Standard Oil had some thirty-six instead of one 
certificate of shares for their property holdings in that most efficient 
business organization. Now that there has been or will be any radical 
change in the underlying conditions of any industry, by reason of 
any activity of the government under the Sherman law, I do not 
believe. This attempted enforcement of the law represents a part 
of possibly an irrepressible conflict between the man and the state, 
and just as in past ages by many centuries of sacrifice it was demon- 
strated that the most powerful government cannot crush the religious 
opinions of men, so I believe that, whether it takes years or decades, 
sooner or later the people will realize that the vast economic forces 
of our country representing the interplay of a hundred complex 
tendencies, all stimulated and invigorated by the agencies of steam 
and electricity, cannot be held in by any legislative straight-jacket 
or bureaucratic supervision. The second speaker, Senator Newlands, 
spoke for the legislative branch of the government, and he told 
us how for many months distinguished men appeared before the 
Committee on Interstate Commerce, and gave the best of their 
efforts to amendatory legislation of the Sherman law, and he admits 
that all has ended in empty discussion. You will remember how 
when the Queen in Carroll’s classic took Alice by the hand and ran 
with her until Alice was breathless, how Alice found she was where 
she was when she started, and said, ‘‘In my country when we run 
very fast we get somewhere.’”’ The Queen said, “Oh, well, that is 
true in your country, but in this country you have to run twice 
as fast as that to even stay where you are.’ All this talk about 
adding to the already restrictive regulations of the Sherman law 
will be quite as futile as Alice’s journey, unless it confines itself to 
very specific instances of commercial wrongdoing, which are sus- 
ceptible of a clear, intelligent and tangible prohibition. 

And finally we come to the third speaker, the able Commis- 
sioner of Corporations, and what deeply impressed me was the fact 
that he showed practical results, and how had they been accom- 
plished? Simply by the efficient dissemination of intelligence and 
the appeal to a force greater than courts, greater than the attorney- 
general, greater than congress, the dominating force in any demo- 
cratic commonwealth, the force of public opinion. And so far as 
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the Sherman law admits of an application through executive channels 
I believe it will come in just such an appeal to public opinion. 

From the year 1787, when our constitution was adopted, until 
1887, a full century later, there never was a statute of congress 
attempting in any affirmative or even negative way to police these 
so-called channels of interstate trade. There were congressional 
enactments to aid in the construction of railroads, for the construc- 
tion of railroads was then regarded as of a highly useful character, 
so much so that when the last spike was driven in the Union Pacific 
Railroad it was made an occasion of great rejoicing in many eastern 
cities. There was then no hostility against the railroads. Until 
1887 there never was an attempt for a full century to enact any 
law to restrict or curb the commercial activities of the American 
people, and yet we got along very well. We grew and grew great— 
trom three millions in 1787 to sixty odd millions in 1887. We grew 
to be one of the greatest nations in the world in agriculture, mining 
and manufacturing, and I venture to say that, in 1887, there was 
more general good feeling among all classes of the American people, 
a greater advance of prosperity, there was greater freedom for capital 
to make its investments and greater prosperity for labor than there 
has been since the government attempted, by legislative methods, 
to interfere with the delicate mechanism of business. Two countries 
illustrate two opposite poles of thought in this respect, the mother 
country, England, and our own country. With the exception of 
recent attempts to liberate and elevate those of the manual toiling 
class, England has adopted and still adopts the policy of laissez 
faire. Let me give you a striking illustration. Although our coun- 
try has a mass of conflicting insurance legislation, do you know 
in what the only insurance legislation of England consists? It is 
simply that every insurance company shall file a report with the 
Board of Trade, giving the financial status of its business, and if 
any Official makes a single false statement, the prosecuting officer 
sends him to jail. There is, however, no attempt to fetter the free- 
dom of trade between the insurance companies and the public. 
In other words, instead of treating adults as minors, they let the 
individual read his contract, protect himself, and not act as an infant 
for whom the government should be a kind of guardian. In our 
country we have a conflicting mass of insurance legislation which 
puts the insurance company upon the level of a Chinese merchant, 
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who, passing through the sixty cantons of China, is oe to pay 
tribute to the corrupt mandarin of each province. Nevertheless 
we had the great insurance scandals in this country, and some one 
suggested in England that they ought to abandon the policy of non- 
interference, and at least regulate all foreign insurance companies in 
England. I had the honor of appearing on behalf of the Mutual Life 
Insurance Company before a special committee of the Houseof Lords, 
and they concluded that the old policy of England of preventing 
only fraud, but otherwise allowing the companies and the individual 
entire freedom of contract, was the one upon which England has 
grown great. 

I cannot, in the few moments that I have, even state my mean- 
ing, much less amplify it. I do not advocate any hard and fast 
doctrine of laissez faire. Some of our experiments in regulating 
business have yielded good results. The Interstate Commerce Act 
of 1887, to which the senator has alluded, has more than justi- 
fied itself, and has given to each shipper an equal chance, and has 
slapped a practice under which a railroad could allot to one man 
prosperity and to another poverty. It is a magnificent demon- 
stration of intelligent public action. The Sherman anti-trust law 
_ is not thus vindicated by results. Far from accomplishing its object, 


a all the great industrial organizations, with the single exception of 
the Standard Oil, the distillery trust and the American Sugar Co., 


have grown up since the enactment of the law. I do not say the 


law stimulated them, I simply say the law was impotent to stop 


_ them, because it was an irresistible economic impulse to combine 

a number of units into a more efficient unit. Who has been injured? 
There has been, since the Sherman law was passed, a standing invi- 
tation in that law to any individual who felt himself aggrieved by 


reason of any combination, to commence a suit, and obtain, not 


only the uttermost penny of what he has suffered, but three dollars 


for every dollar of injury. I refer to the treble damage clause of 


the Sherman anti-trust law, and I do not believe—I think I am 
safe in saying it—that in the twenty-two years since the enactment 
of the law there have hardly been twenty-two instances in which any 
individual ever sued a combination under the treble damage clause. 
There has never been, unless it has happened while we are speaking 
to-night, but one instance of a jury convicting a company under 
the pau provisions of the Sherman anti-trust law. There is one 
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exception (the turpentine case), and the Supreme Court of the 
United States has entertained an appeal as matter of grace to deter- 
mine whether the penal provisions are not so unintelligible as to be 
void under the organic law of the nation. You have these two facts, 
that only once, so far as experience shows, has a jury made criminals 
of men because they do what manifestly has been a great economic 
impulse of the closing years of the nineteenth century and the begin- 
ning of the twentieth century, and that no individual, whether he 
had large means or little, with the comparatively few exceptions to 
which I have referred, has ever taken advantage of the treble dam- 
age clause to show that he has suffered by reason of the combina- 
tions. If there was this genuine popular indignation against the 
trusts, so-called, I am inclined to think the courts would be full of 
cases of this character. A mere inspection of a manual of statistics 
will convince any intelligent man that there are at least one thousand 
corporations having some large relative percentage of control of a 
particular industry, against which no action has or could be brought, 
because if the present interpretation of the law were applied indis- 
criminately to every corporation within its scope, the courts would 
be so clogged by litigation that there would be little time in the 
federal courts for anything else. The Sherman law in its practical 
enforcement has been, notwithstanding the high purposes, the great 
skill, and the real effort of the various attorneys-general who have 
had occasion to administer it, little less than a delusion. It has 
accomplished practically nothing. It has not altered the under- 
lying basis of any industry, and it never will, because you cannot 
compel men to compete if they do not want to compete. 

If the Sherman law is to remain, then I would relieve the political 
department of the government from the duty of its enforcement. 
I know the attorney-general, and I know something of the depart- 
ment there, and believe mé, there is no more efficient machine 
than the federal machine, and no higher class of officia's in the world 
than those, who, like Mr. Wickersham, put aside great matcrial 
advantages to serve the country in official station. We do not half 
appreciate the men in Washington who on meagre salaries serve 
us so efficiently, and this could be said of all three of the speakers 
here to-night. Nevertheless, this fact is as true as human nature, 
that so long as the success or failure of an administration must 
depend for the time being upon its temporary popularity, there 
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will always be a sub-conscious influence, to some extent, impelling 
any man in power to do that which is popular and so long will there 
be an obvious temptation to institute these suits on the civil side 
of the court. They become a political asset of inestimable value, 
and they have proved in the past no inconsiderable factor in the 
re-election of an administration. To remove that pernicious mingling 
_ of politics and business I would take out of the Sherman law, just 
as is done in the Interstate Commerce law, any initiative on the 
part of the government. I would leave it to the individual who 
claims to have been injured, to demonstrate the truth of his allega- 
tions in a court of justice. 
I would repeal the penal provisions of the Sherman law, which 
have been practically a dead letter, and which have accomplished 
nothing of value, and which could be used, as they have never yet 
been used, but could be used, as a real engine of oppression. I 
would constitute a tribunal in Washington and I would not make 
it wholly or largely of lawyers. This whole question has been 
plunged into a fathomless morass by legal terms and legal tech- 
nicalities until no business man knows what a reasonable restraint 
of trade is. The courts do not-understand it. I defy anybody to 
read the sixteen thousand words of the Tobacco Trust and Standard 
_ QOil decisions and form even a vague idea of what is a reasonable 
_ restraint or what is unreasonable. If the Supreme Court of the 
- United States, after two years of deliberation and the use of sixteen 
_ thousand words cannot give a plain definition of what a business 
man may do or may not do, then these business men ought not to 
be charged with violations of law if they mistake their way in this 
jungle of legal terms. I would constitute this tribunal non-partisan, 
naming five business men and four lawyers. I would then do pre- 
cisely as they do in Canada. Any person claiming that his liberty 


- to compete is restrained should go before that tribunal and be given 


a summary hearing to see if there was any substantial basis for the 
complaint. If there is found to be, let the finding be certified to 
the courts and unless the corporation can show cause to the con- 
trary, let the court issue a writ of injunction or a temporary man- 
damus to right the wrong that strangles competition. With respect 
to the real element which affects the public, namely the question of 
extortionate prices, I would apply, if we are going to abandon the 
principle of laissez faire, and attempt to solve this most difficult 
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problem by legislation, to the corporation the principle contained 
in what we know as Munn vs. the State of Illinois. In that case 
it is held that whenever a corporation is of such a character as 
to be a semi-public agency, as a public utility corporation, an 
electric light company, a railway, an elevator company, or a ferry, 
then to prevent extortion the state had the right by maximum 
charges to stop the quasi-governmental body from making more 
than a reasonable return upon its actual investment of capital. 
Therefore I would have this governmental tribunal upon complaint 
of a given number of consumers, make an investigation and if it found 
that the party charged did by reason of its magnitude of capital 
as compared with the capital of competitors or by its relative per- 
centage in the trade or by any other circumstance, have as a fact 
such a control of sources of supply, or for any reason such a monop- 
olistic control over the industry, then I would treat it as I would 
treat a railroad, an electric light company, or any other public 
utility as charged with a public use; I would find out what was its 
actual investment and by a maximum price give it a fair return on 
its investment and no more. But if it were not a monopolistic com- 
bination, then I would leave, with respect to the price of the product, 
free play to economic forces. 
I have taken a great deal more time than I had any idea of, 
and I must apologize to you and to the next speaker, and I only 
rant to say that if, in the hurry of these desultory remarks I have 
even seemingly said anything offensive to any other speaker, then 
let me say, in the words of Hamlet: oe e3 
Let this disclaiming of a purpose evil we 
Free me so far in your most generous thoughts, 
That I have shot an arrow o’er the house 
And hurt my brother. 
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FEDERAL INCORPORATION OF INTERSTATE 
CORPORATIONS 


By Ernest W. RosBerts, 
Member of Congress from Massachusetts. 


As a preface to my necessarily brief discussion of the topic of 
the evening, I shall assume that combinations, both of men, money 


and allied interests, exist and are to continue as a logical and inevit- _ 


able accompaniment of the vast and rapid industrial and commercial 
growth of our country. It is inconceivable that all combinations 


been tried and found inadequate. 


is at least a partial remedy for existing conditions and what seems to ¥ 
me may fairly be termed one of the elements of a constructive national © 


policy with reference to combinations, let me in a few words outline _ 


the situation for which we are seeking a remedy. 

In the last forty years, barely a single generation, there has 
been a stupendous increase in individual wealth. Before that period 
the man who owned a million dollars in money or its equivalent was 
a person of note in his community; then business was to a great 
extent in the control of individuals and partnerships and the amounts 


of money involved were comparatively small as we look at business © 


investments to-day. Early conditions were simple, the control of — 


business enterprises was widely distributed. There was little talk 
of the injury of competition. Machinery with its attendant eco- 


nomic complications had not reached its present high stage of devel- — 


opment. To-day we find a complete and radical change in ie" 
situation. Never before in the history of the world have we had 
such tremendous accumulation of wealth in the hands of individuals, 
never before have such enormous sums of money been invested wall 
the varied avenues of industry. Forty years ago business corpor?- 


tions were scarce and comparatively small affairs when existent. _ 
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To-day the corporation is almost as common as was the partnership 
in those days; and because of our highly developed means of communi- 
cation and the rapid growth of the country, practically every business 
of any magnitude is forced to be an interstate business, where before 
only the greatest could engage in interstate commerce with safety 
and profit. The inevitable result has been that what forty years 
ago was a satisfactorily handled situation, both industrially and 
economically, has become magnified by combination and industrial 
development into a problem that in the minds of thinking men is the 
most important one with which we have to deal to-day. 

When the country was developing and business was preparing 
to branch out into the new fields that such development promised, 
it was only natural that business men should turn to the corporation 
as a desirable means of conducting their affairs, because of its limited 
liability to individuals and because of the further opportunity it 
afforded to secure needed capital. At the outset of the increase in 
corporate form vf conducting business the several states apparently 
had in mind only that sound business laws were desirable. In a 
short time, however, it became apparent that the corporation was to 
be the largest individual form of commercial development, and certain 
of the states, this may be said in fairness, I believe, seeing an oppor- 
tunity to increase their incomes, adopted less rigid forms for incor- 
poration and began an open bidding for fees from organizers. The 
unavoidable result quickly followed. The corporations increased, 
the laws for their regulation became less and less desirable, and 
certain men who produced nothing have grown rich beyond the dreams 
of avarice through the workings of these laws. It is not the purpose 
of this address to criticise nor are these statements made from that 
standpoint. They are merely a recital of facts which, piled one upon 
another, have created the problem the people are now called upon to 
solve. 

The federal government, because of the constitution and its 
limitations, real and fanciful, has so far sat idly by and, with the 
exception of the Sherman law, has made no effort to curb these 
activities. The Interstate Commerce Commission, created to deal 
with rates, is a valuable addition to our legal and administrative 
system; but to these must be added something supplemental— 
something which shall reach to the sore spots in our business existence 
that neither of these regulating agents has thus far touched, and I 
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feel convinced that compulsory federal incorporation is what the 
situation demands, and will prove to be the remedy in which lies the 
cure for the situation as we now face it. 

(At present we have forty-eight separate jurisdictions, with as 
many separate and distinct regulating laws, dealing with the same 
problem in forty-eight different ways as best seems suited to the needs 
of the several states, regardless of the needs of the country as a whole. 
To put through uniform corporation laws in each of the states would 
be an utterly impossible task.“ The alternative is some regulation 
by the national government, and federal incorporation seems to me 
the easiest to accomplish and the quickest and surest in its benefits. 

Other means of control have been suggested. Some hold out a_ 
form of federal license, others suggest a commission, similar in oy 
to the Interstate Commerce Commission, having for its duties the 
regulating of business activities and prices. 

I shall not comment on these suggestions other than to say ne 
in my judgment either of them would necessarily abrogate toa certain _ f 
extent the force of the Sherman law, and place in the hands of the | i. 
executive branch of the government certain quasi-judicial functions. 

Such a disposition of the question is undesirable when unnecessary, a 
and not to be made except as a last resort. 

In the case of federal incorporation, however, these ination: 
are eliminated. We there have simply a federal statute which 7 = 
defines in detail what a corporation shall do before a charter issues _ 
and just what it may do as to its financial activities after that charter | 
has been made effective. It defines duties and obligations, prohibits 
certain things and prescribes in what way permissible things may be 
done. It makes no effort to name criminal liability for restraint of 
trade. It provides means for getting an entire publicity of all the 
business of the concern, and makes the activities of the ee . 
of Justice in punishing the criminal trust simpler and more sure. 

It strikes at the root of the present evils if of broad enough scope, and, 
os all, is immediate in its action. 


form of !aw which has been presented in the House of Representatives _ 

and which I shall take the liberty to discuss in detail for a few 
moments. I am frank to admit that my bill is based on the Massa- 
chusetts law which has stood the test of time and proven itself. 
Several of its provisions are taken as nearly as was possible word for _ 
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word from the revised laws of the State of Massachusetts. In addi- 
tion to those provisions I have added such further sections as seemed 
desirable until the bill presents sixty-seven sections and provides for 
complete publicity under the direction and control of the Secretary 
of Commerce and Labor and the Commissioner of Corporations. 
It distinctly prohibits the watering of stock or the issue of fraudulent 
or excessive or unsecured indebtedness. It states in express terms 


that no business shall be begun by a corporation until its entire . 
capital has been paid in, either in cash or its equivalent in property. a 
It further provides that no stock or scrip dividends shall be issued, ’ 


that the Commissioner of Corporations shall first approve all issues 
of stock or bonds after the initial issue by the corporation, it permits 
the issue of employee’s and special stock, it prohibits the issue of 
any forms of indebtedness which shall run for more than a year and 
whose total value shall exceed the outstanding securities and its 
paid-in capital and franchise value, it guards the issue of bonds, it 
prevents the sale of bonds at a less rate than par, but provides that 
a bond so sold shall be collectible at par by action in contract, it * 
provides for the issuance, recording and transfer of stock, it has : 
formal provisions for the management of the business of a corpora- 
tion formed under it, it provides for the liability of officers and stock- 
holders in certain cases, and provides for full publicity. 

In addition to these general provisions the act is so framed that 
where penalties for violation of its several provisions are named they 
take the joint form of fine and imprisonment. There will always be 
found many willing to stand a medium fine if that is all standing 
between them and their desires, but few will care for the year’s 
imprisonment which is added to the fine as a deterring influence. 
In an endeavor to limit the activities of corporations a section has 
been included in the act which provides that a corporation going 
outside its chartered authority to conduct any business shall be 
dissolved, after hearing and action taken by the attorney-general. 

The problem of how to reach the corporation now in existence 
which would be amenable to the workings of such an act was a serious 
one, but was met by a section which provides that failure to take 
advantage of the terms of the act by any such corporation shall 
result in a fine for the corporation which shall not exceed one-tenth 
of its total valuation and a penalty for the officers and directors of 
such corporation which takes the form of a fine not to exceed one 
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thousand dollars and imprisonment for not less than one year. It 
_ prevents the formation of boards of interlocking directors, so-called, 
by forbidding a director in one corporation subject to the act serving 
as a director in more than four others, thus confining one man’s 
activities in this line to five corporations, which does not seem 
unreasonably restrictive. It is also provided that the holding of the 
stock of another corporation shall be cause for dissolution. And by 
the final section it is provided that nothing in the act shall be con- 
strued as being an avoidance of any obligation or liability that may 
be imposed by the several states. 
The scope of the proposed law is limited to those corporations 
engaging in any form of interstate commerce whose total valuation 
exceeds five millions of dollars. The problem in its serious phases 
is affected only by those corporations whose finances are so great 
~as to make it possible for them to control commodities in price or to 
control a market, and practically only those whose resources are 
well above the amount named affect the money market or the econ- 
omic situation. Smaller corporations can hardly be looked upon 
- as a menace and combination of several of them brings the combined 
- force under the proposed law. 
The bill as framed deals with a situation simply. It affects in no 
particular the force of the Sherman law nor the functions of the 
_ Interstate Commerce Commission. It calls for no long investiga- 
tions. It places corporations on record as to their financial activities 
and limits their business activities to the exact lines for which they 
were created. It leaves in the hands of the present forces of the 
- government all the means they now have and adds largely to the fund 
of knowledge they already possess as to the intimate workings of the 
business”’ interests. 
It is to be expected that objections to such a proposed measure 
will arise and the greatest of these affects its constitutionality. 
- Hours might be spent in a discussion of this phase of the situation. 
Suffice it to say for this short discussion of the matter that the same 
_ objections would lie to a federal commission or a federal license. 
There is one statement which was made by Mr. Chief Justice 
_ Marshall, who has done more than any other single jurist to make 
the Constitution the great working governmental function it now is, 
which strikes me as being exactly in point: ‘‘ Let the end be legitimate, 
let it be within the scope of the Constitution, and all means which 
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are appropriate, which are plainly adapted to that end, which are 
not prohibited, but consist with the letter and spirit of the Constitu- 
tion, are constitutional.”” This was said in the case reported in 
4 Wheaton at page 420 and has been many times quoted in other 
cases. It would appear almost too simple to need dogmatic demon- 
stration that the power to produce, which would be given by the 
proposed law to a manufacturing corporation, is plainly within the 
unprohibited means referred to by the first Chief Justice. 

It is quite impossible in a short talk such as this to do more than 
touch upon the several things aimed at and hoped to be accomplished 
through legislation such as I have very briefly outlined. I want to 
say, however, that, as a general proposition, competition will be found 
a very good regulator of prices. We must keep competition and we 
must also acknowledge that modern conditions tend to combination 
and that combination has been responsible for many of the advantages 
we as a people are now able to enjoy and which without combination 
would have remained luxuries to us as they were to our fathers. 
It might be well as a supplemental measure to describe just what is 
an illegal and unreasonable restraint of trade, although it would 
seem that the legal rules are so clear that this would hardly be neces- 
sary if the members of the legal profession were frank with themselves 
and with their clients. But it does seem to be necessary to prescribe 
some regulations under which enormous industries may be carried 
on. The men at the head of these industries have asked for some 
such laws, as witness the statement of Mr. E. H. Gary, who said: 
“No decent man is desirous of violating the law or of doing anything 
which is inimical to the public interests. . . . Give us a com- 
mission to which we can go and say: ‘Here are all the facts; here is 
what we would like to do; here are the probable results; we do not 
want to antagonize the law; we do not want to do anything we 
ought not to do; we want your advice.’ ’’ This proposed corpora- 
tion law provides just what Mr. Gary asks for. All authority is 
found in the charter of every company incorporated under such a 
law as this. Its financial activities are limited by the terms of that 
law. Its business activities are clearly set forth in its charter. 
It does not have to go before a commission which may give it some 
authority it ought not to have or deny it something it should have. 
It merely does as the law says it shall do, no more, no less. A com- 
missioner of corporations, who has no authority to assist it in any way 
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as a legal officer, sits wholly on the acts, If the corporation over- 
steps the bounds of its clearly defined rights the matter is placed in 
the hands of the Department of Justice and action follows. It is not 
the purpose of such a law to make prosecutions under existing laws 
altogether unnecessary, nor to make it permissible to do those things 
now forbidden. It is proposed to establish a stated form under which 
all corporations may work, to lay before the people at all times the 
full workings of the financial end of the corporation and to make it 
possible for publicity to force upon those who would not otherwise 
accept it, a certain well defined sense of business morality which 
must work to the alleviation of present oppressive and undesirable 
conditions. 

Conceding for the purpose of this discussion that incorporation 
is properly within the powers of congress, is it not better to have a 
well defined law under which all business interests shall act than it is 
to have the administration of this department of governmental 
activity in the hands of a quasi-judicial commission that may sit 
in judgment on each case and make such decisions as will result in a 
further confusion of rights and obligations? With a corporation law 
there is no chance for the exercise of individual judgment to the 
detriment of one case and the advancement of another. With a 
corporation law all the cards are on the table and the game is an open 
one for all men to enter, understanding clearly when they start that 
all are to play it according to the same set of rules. 

The enactment of a federal incorporation law would clarify the 


_ atmosphere, would supplement the good work now being done by the 


Department of Justice, would do away with the financial evils which 
have given us panics in the past and hold out no better promise for 
the future, and would bring together in working harmony the great 
financial interests which under the present order of things seem bound 
to be more or less out of tune with the national government. 
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CONTROL OF CORPORATIONS, PERSONS AND FIRMS 
ENGAGED IN INTERSTATE COMMERCE! 


By Joun Suarp WILLIAMs, 
United States Senator from Mississippi. 


I frankly confess that no public question ever gave me the 
degree of mental embarrassment that this one has, both in trying 
to diagnose the disease and in trying to suggest a remedy. 

For a long time I wandered around in the dark, reading every- 
thing I could get hold of and trying to think the thing out as best I 
could. I found the difficulty lying in my way was not one of making 
up my mind as to whether we wanted to prohibit trusts or regulate 
them. I wanted to prohibit them, but in defining what a trust was 
so as not so to define it as, while prohibiting the trust, to prohibit a 
legitimate business of some sort. 

Mr. Chairman, as long as I attempted to deal with the trust 
question as a question merely of magnitude, of status, and of defini- 
tion, with the idea in my mind that there was too little law concerning 
it, I had more and more trouble. When I got hold of the idea that 
the trust evils have grown out of too much law—unlimited special 
privilege granted to corporations by charter laws issued by the 
states—then I began to see some light in connection with this 
question. 

Mr. Chairman and gentlemen, all right government, spelling 
the highest expression of civilization, is a government of law, and 
not of persons; a government of uniform, prescribed, and published 
legal regulations, and not a government by regulations issued by a 
man or a board of men from day today. The former is a government 
“of the people, for the people, and by the people;”’ the latter is, as 
Mr. Robert R. Reed has aptly expressed it, “‘a government of the 
day, for the day, and by the day.” 

In approaching the so-called trust question it is well to inquire 
first whence the evils arise. Legal provisions in state charters by 
express or permissive force are the source of all our trusts, monopo- 


! This paper is an abbreviation and revision of a statement made by Senator Williams 
before the Committe on Interstate Commerce, United States Senate, February 16, 1912. 7 
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lies, near-monopolies, and restraints of trade. Thus the trust evil 
is one of too much law—not one of too little law—of too much corpo- 
rate power granted by law. You will note that I do not say “unrea- 
sonable”’ restraint of trade. Restraint of competition is not always 
restraint of trade; it sometimes is precisely the opposite. Ex-Senator 
Edmunds gives an instance which is finely illustrative of this point. 
He says, suppose two mills were grinding corn in a neighborhood 
where the product of both mills could not be consumed and marketed, 
and where, therefore, each was grinding on half time and the two 
were compelled therefore to make up for this sort of inefficient busi- 
ness not only by employing their labor half time, but by charging 
consumers more than they ought to pay, the overcharge being neces- 
sary in order to make up for the time the machinery was lying idle. 
Suppose that the two companies combined and agreed that the 
power running one of the mills should be used to saw lumber and the 
other mill kept at its old work of grinding corn. Here would be 
plainly a restraint of competition and at the same time an increase 
of trade resulting in increased production, increased employment 
of labor, and in cheaper production of meal. I have never under- 
stood what a “reasonable restraint of trade” is. A “restraint of 
trade,’’ in its technical and legal sense, is necessarily a public injury 
and violative of public policy. I understand that there may be a 
reasonable and even a beneficial restraint of competition, which 
results in ¢ncrease of trade and in public benefit. I suppose that 
is what the Supreme Court meant in its late Standard Oil and tobacco 
decisions. At any rate, it seems to me that that is what I should 
have said had I been on the Supreme Court. 

But to return to the main point: There is not a great evil of 
combination existing to-day in interstate commerce that has not 
grown out of law-conferred or law-permitted privileges granted in 
state charters. I am not alone in this opinion, for Attorney-General 
Wickersham, in February, 1910, used this language: 

No such comprehensive control over any one of the great industries which 
were dominated by those large aggregations of capital called trusts could have 
been attained but through the exercise of powers granted by the sovereign states, 
and the condition therefore, was strongly analogous to that which arose in the 
reign of Elizabeth. . . . The problem was complicated by the dual nature 
of our government. Concerted aciion by the states was impracticable—it 
may be said impossible. Efforts at control by one state were evaded first by 
removal to another, then by the device of holding corporations. 
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So far the Attorney-General and I agree. Afterwards we begin 
to differ. We begin to differ the moment we seek a remedy. He 
looks to a “new nationalism,’’ either through Federal regulation of 
acknowledged but allegedly unavoidable “near-monopoly” by a 
body similar to the Interstate Commerce Commission, or through 
Federal incorporation. I don’t mean that he would himself use the 
phrase ‘new nationalism,”’ but that is a phrase which was used by 
a very distinguished and a somewhat vociferous ex-President to 
describe the same thing. I would look to what Governor Wilson, of 
New Jersey, calls ‘“‘a new stateism;” to a more exact performance 
of their proper functions by the states; and to a more vigilant and 
careful guarding of the conditions prescribed in their charters by 
the states. The so-called “new nationalism” is nothing less than 
something worse than old “ Hamiltonian federalism” revamped. 

There is not in all the Scripture to me a sweeter phrase than 
that of St. John, in which he advises us to “reason together in 
brotherly love.’’ Thus reasoning, let us see in the first place what is 
the object of all patriotic men seeking to be guided by the public 
welfare and not solely by their own private business interests? I 
think the answer is that that object is to divorce big business from 
government and government from big business as its ally. How has 
government been the ally of big business? Answer: By laws of 
incorporation, expressly or impliedly authorizing and permitting 
and making possible dishonest, unfair, or oppressive methods. Some 
one says: “Let government keep its hands off of business;” but 
the truth is that the interference of government with business began 
with the charter which created the corporation and conferred upon 
it, or permitted it to exercise, the powers which it exercises. The 
trouble is existing legislation, charter-enacted legislation. Without 
this first interference of law, the evils could not have existed. Just 
for one example: No corporation under the common law could own 
stock in another corporation, and except for an express power given 
to it in its charter, it cannot doit now. One can not too much empha- 
size the fact that the power to do wrong, dishonest, unfair things, 
conferred by charter law, is the source of all the evil, and that with- 
out this no trust, and no harmful big business, no monopoly, nor 
near-monopoly, could exist. If a man could, for example, without 
special privilege granted by law in a charter, raise all the cotton in 
the United States now being raised at a profit to himself and put it 
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on the market at four cents a pound; if he could do this by improved 
methods of cultivation and by improved machinery and by superior 
administrative ability, honestly and fairly, employing more laborers 
at higher wages, no harm could in the long run result to humanity, 
nor could he long maintain the relative magnitude and seeming 
absorption of the business, because other people would learn his 
methods and competition would soon set in on new lines, bringing 
about still further increased production, coupled with a still larger 
employment of human activities and with decreased price to the 
consumer. If one could, without any special privilege granted by 
law in a charter, make shoes at a profit to himself at $1.50, which 
now cost $3 to make when made by other people, no matter how 
_ large a business he could build up for himself, he would be doing 
- something infinitely beneficial in the long run to the human race. 
You may depend upon it that men’s abilities do not sufficiently differ 
one from another (they being first all restrained from indulging in 


_ wrongful, dishonest, or oppressive methods), to enable any one man 


or set of men to build up a monopoly or near-monopoly, or a large 
_ business “in restraint of trade.’’ Men differ more with regard to 


scrupulousness and unscrupulousness than with regard to ability. 


This brings me to the next point, which is, that the trust evil is 
not a question of magnitude, nor a question of status, but is a ques- 
tion of methods, and of law-granted special privileges. Federal 
incorporation is, in my opinion, not necessary, even if its constitu- 
tionality were not doubted. It spells governmental and industrial 
_ centralization; it spells more laws and more offices. Nor is Federal 
License—the Bryan remedy—necessary. License by an administra- 
tive bureau spells government by men and not by laws; it spells more 
and more bureaucracy, and in the long run it spells corruption and 
_ dryrot. What is worse, both of these methods spell not only centrali- 

gation, but centralization of evil by Federal authorization, for so- 
called regulation of trusts means that. 
; Those of us who love local self-government—and the liberty and 
_ civilization of the world have grown out of it, and every government 
_ which has ever risen and fallen has fallen through the toppling over 
of the top-heavy machinery of government—those of us who believe 
that “government is a convenience and not a providence;”’ those 
of us who believe that the Federal Government is too remote from 
the people to be well watched by them, or to be capable of watching 
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them well, want to cure the existing evil of too much centralization 
of business and of industrialism by a decentralization of it. 

Our remedy is a plain one, to wit, to prevent the evil by refusing, 
when evil methods are permitted and injurious powers are given by 
charters, to permit the artificial persons thus chartered to engage in 
interstate commerce. We would make it a crime for those thus 
chartered to commitil ev to do business anywhere in the United States 
beyond the borders of the state chartering them. Let that state have 
the full benefit. It is its sovereign right to have it, but not beyond 
its own borders. It can not license wrong to enter into other states 
any more than it can be allowed to decree a spread from its own 
borders over other states of yellow fever or bubonic plague. We 
would, therefore, preserve local self-government by the states, but 
in essentials would persuade uniformity of state charter legislation by 
the exercise on the part of the Federal Government of its right by 
uniform prescribed law to define conditions and regulate the char- 
acter of artificial persons permitted by it to engage in interstate 
commerce. I doubt whether Congress has the power under the 
pretext of “regulating” commerce between the states to destroy 
commerce between the states. Whether it have the power or not, | 
know it has not the right. But it has the power and the right and 
the duty even, in “regulating” that commerce, to destroy fraud, 
dishonesty, unfairness, and oppression, and to say that persons 
chartered by a state with powers so large as to permit them to com- 
mit fraud, dishonesty, unfairness, and oppression shall be penalized 
for the act of engaging at all in interstate commerce, until they have 
gone back to the state of their incorporation and procured a charter 
properly limiting their powers. You will see the importance of this 
when you remember that New Jersey, and I believe Delaware also— 
though I am not so sure of this last statement—have in some cases 
given powers to corporations so extensive, and in the opinion of the 
New Jersey legislators so oppressivé, that the legislature has for- 
bidden the exercise of those powers within the State of New Jersey. 
The power I claim here is not denied. On the contrary, Mr. Wicker- 
sham, whom I like to quote, because he is a man of great power and 
lucidity of thought and expression, in a public speech at Duluth on 
July 19, 1911, is reported to have used the following language: 

If Congress should enact that no corporation engaged in interstate commerce 
shall hereafter acquire stock of any other corporation so engaged, and that unless 
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such corporation should dispose of all stock held by them in other corpo- 
rations engaged in interstate commerce within some specified period, they should 
be prohibited from engaging in interstate commerce until they did so dispose 
of such stock, the ax would indeed be laid at the root of the trust evil. 


My objection to regulation of so-called trusts by an executive 
bureau, issuing regulations or licenses, can be expressed by me in no 
stronger language now than the language which I used in a letter on 
September 27, 1911. I shall take the liberty of inserting it: 

I can imagine nothing more dangerous to the American Republic than con- 
trol of great corporations by a Federal bureau subject in its turn to a political 
administration of either party, excluding or admitting participation in business 
substantially at the whim and caprice and by the favoritism or enmity of the 
head of the bureau, influenced by Senators, Speakers, and Presidents, whose 
“pull” would be in favor of “good trusts” and whose frowns would be for “ bad 
trusts.” In such a case “‘good"’ would come to mean subservient. The remedy 
is to exclude trusts from interstate commerce, but to exclude them not by the 
fiat of a bureau (which in the last analysis is a man influenced by other men 
and acting secretly, with subordinates forbidden to give out information), but 
to exclude them by fiat of law, providing that corporations having charters con- 
ferring powers broad enough to establish monoploy or near-monopoly and not 
limited as they should be in the interest of the public shall be excluded . 


I added, ‘‘this remedy seems to me to be the right one, efficient, 
sufficient, operating in the open and by force of uniform prescribed 
law.”” Please remember the phrase: ‘By force of uniform pre- 
scribed law;” a law published and known to all men, or knowable 
by all men, as contradistinguished from an uncertain, unforeseeable, 
spasmodic, inconstant, bureaucratic interference with business by a 
bureau working in secret, with regulations to prevent its employees 
from communicating to the public or even to Congress, knowledge 
of its methods or its work. 

Those of you who know me, know that I do not indulge in denun- 
ciatory rhetoric. That is no way to “reason together in brotherly 
love,” nor is it any way to procure the advantage of the cool light of 
reason in the analysis of a subject. Still you will excuse me for asking 
you this question: Who are they who are now beginning most strenu- 
ously to demand some sort of Federal ‘‘license’’ or “incorporation” 
for the regulation of trusts, so-called? I shall not even answer my 
own question, except by asking you one more: Are they not princi- 
pally, if not altogether, those who are beginning to feel the halter of 
the present law draw? Unfair, dishonest, or oppressive big business, 
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which alone can build up monopoly, or near-monopoly, must be 
never licensed nor regulated nor incorporated by the Federal Govern- 
ment. It must be outlawed from interstate commerce; stamped 
out of existence; and it must be done by prescribing the limitations 
and conditions of “charter power” granted to artificial persons 
engaging in interstate commerce. The Federal Government is 
powerless to outlaw it within a state which may have chartered it, 
so long as it confines itself and its operations to that state, but it 
can exterminate it in interstate commerce by refusing to let it so 
much as enter that broad arena. It has the power and the right to 
do it. But above all let us emphasize the truth that the conditions 
to be imposed upon business in interstate commerce should be 
imposed by prescribed rules of uniform law, not by bureau enforce- 
ment of law to-day and bureau dispensation from the operation of 
law to-morrow. Nay, not even by presidential enforcement of law 
to-day and by presidential dispensation from the operation of law 
to-morrow. 

Our English forefathers sent one king to the scaffold, chiefly 
because he arrogated to himself the possession of a degree of superior 
wisdom which would entitle him to dispense with laws which in his 
opinion were unwise, unjust, or destructive of kingly prerogative. 
The throne of another one was declared abdicated exclusively for 
that reason, although the law whose enforcement he suspended was 
wrong-headed, vicious, and tyrannical. Rely upon it, that if the 
law be the master, and be uniform, then big business which is not 
unfair nor oppressive nor dishonest nor “in unlawful restraint of 
trade”’ will not have a hair of its head touched, nor have it even so 
agitated as to stand on end, by the uncertainty of what the morrow 
shall bring forth. Why? Because its methods will be clean, honest, 
fair, and unoppressive. No man can make it afraid—only the law, 
and of that everybody ought to be made to be afraid. It need ask 
permission to do business from no man or men—not even from a 
chief executive. If it should be foolish enough to go to one and ask 
a question of that sort, the reply from a right-thinking President 
would be: “This is not a question for me to settle, but one for the 
judiciary to settle.” And if he were further asked: “But I am un- 
certain about the law, and I want your construction of it,” the right 
President's answer would be: “I am not your attorney; consult your 
attorney; and if ycu have no confidence in your old one, get you a new 
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-one.”’ The plan of the bill introduced by me involves not one single 
additional Federal bureau or employee—not one dollar of additional 
Federal expense. 
Now, having laid down the proposition that the evil is to be met 
by prescribed charter conditions, that ought to be prerequired, to 
permit a corporation to engage in interstate commerce, we will ask 
_ what are some of these conditions? Mr. Robert R. Reed, of New 
York, and I—he chiefly, and deserving most credit for it, if there be 
any credit in it—have undertaken to prescribe them in Senate bill 
_ 4747, which is a revision, leaving out some things and inserting some 
things, of a bill introduced by me during the extra sssion. 
I am going to incorporate that bill —_ here in full, so that you 


may read it. 
The bill referred to is as follows: 


[S. 4747, Sixty-second ei second session.] 
_A BILL ¢o prescribe the conditions under which corporations may engage in inter- 
state commerce and to provide penalties for otherwise engaging in the same. 


Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That no corporation shall engage in commerce 

_ between the States or Territories or in the District of Columbia by the purchase, 

- sale, or consignment of any article of commerce, or otherwise, directly or indi- 
rectly— 

First. Unless it is organized under laws with a charter that— 

(a) State the business in which it is authorized to engage and the proper- 
_ ties it is authorized to acquire; 

(6) Provide that it shall have only such powers as are incidental to such 
business, and shall not have any power to hold the stock of any other corpora- 
tion or association, to do any act or thing in restraint of trade, or to do anything 

_ outside of the state of its incorporation which it is not permitted to do therein; 

(c) Provide that all its stockholders shall have an equal right to vote accord- 
ing to the number of shares held by them, respectively, at all meetings and for 
all directors, subject to any general limitation on the number of votes that may 

be cast by a single stockhoider; 

(d) Provide that no other corporation, association, or partnership shall 
have any vote or voice, directly or indirectly, in its affairs, and that no person 
representing, directly or indirectly, any competing business as owner, stock- 
holder, officer, employee, or agent thereof, or otherwise shall have any such vote 
or voice, directly or indirectly, in its affairs or be eligible as a director or officer 

thereof; 

(e) Provide that its capital stock shall be fully paid or payable, and permit 
it to be paid in property or services only when the value of such property or ser- 
_ vices has been determined according to the fact upon competent and specific 

_ Proof under oath filed in a designated public office; 
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(f) Limit its surplus at any time to fifty per centum of its outstanding 
eapital stock and its indebtedness at any time to not more than its outstanding 
capital stock and surplus; 

(g) Provide that such corporation shall by an amendment of its charter be 
subject to and comply with, and, if necessary, shall accept, any requirement that 
may be made by the state of its incorporation and with any requirement that 
may be imposed by Congress as a condition of its right to engage in interstate 
commerce. 

Second. Unless it is conducted and managed in conformity with the said 
provisions and limitations, and is organized under the laws of a State, Territory, 
or District in which its executive offices are located and its directors’ meetings 
regularly held. 

Third. If it, directly or indirectly, of itself or in connection with others, 
destroys or seeks unfairly to stifle fair competition in any part of the United States 
in the manufacture, production, mining, purchase, sale, or transportation of any 
articles of commerce not the subject of any patent, copyright, or trademark held 
by it either by making or effecting exclusive contracts, rights, or privileges relat- 
ing thereto, by restricting its customers or other persons with regard to price, 
territory, or otherwise, in freely buying, selling, or transporting any such article, 
by securing the monopoly or control of raw material or sources of supply or of 
any business connected therewith, by temporarily or locally reducing prices 
with intent to stifle competition, by accepting rebates, or by any other act, device, 
or course of business that is unfair and tends to secure an unfair advantage and 
unreasonably and unfairly to destroy competition. 

Sec. 2. That every contract made in violation of this act shall be void, and 
no corporation or association shall bring or maintain any suit or proceeding in 
any court of the United States unless it is organized, conducted, and managed 
as required by section one, nor shall this provision prevent the removal of any such 
suit or proceeding to such courts where such defense may be available to the 
defendant. 

Sec. 3. That the prohibitions of section one and section two shall apply 
to any association membership in whichit is represented by shares, and the word 
“association”? used in this act shall include any joint-stock company, business, 
trust, estate, or any form of association used for business purposes; but said 
prohibitions shall not apply to any corporation or association not engaged in 
business for profit or engaged exclusively in any one or more of the following 
businesses: Education; a railroad or other common or public carrier of property 
or persons or messages; banking; insurance; the supply of water, light, heat, or 
power; or engaged exclusively and independently in any business or businesses 
the substantial bulk of which is carried on in foregin countries or exclusively 
in any one State or Territory or District, and which does not involve the trans- 
mission of goods from one State or Territory or District to another, nor the pur- 
chase, sale, or consignment of articles commonly the subject of commerce between 
the States and Territories, and actually intended for or becoming the subject of 
such commerce. 

Sec. 4. That no person or persons shall form, operate, or act as or for a 
corporation or association for the purpose or with the effect of violating this act, 
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or conspire thereto and of themselves or by co-conspirator do any act or thing 
to effect such conspiracy. 

Sec. 5. That every corporation, association, trust, or person violating this 

act shall be subject, upon conviction thereof, in case of a corporation or associa- 

tion, to a fine not exceeding ten per centum of its capital stock, or to a perpetual 

_ injunction against engaging in interstate commerce, or both, and in the case of 

a person, to a fine not exceeding ten thousand dollars for each such violation, 

_ and, if the violation is willful with intent to defraud or to create a monopoly 

or unfairly to stifle competition, to such fine and imprisonment for not exceeding 
five years. 

Sec. 6. That the act of February eleventh, nineteen hundred and three, 
relative to the expedition of certain suits in equity, and sections four and five of 
the act of July second, eighteen hundred and ninety, known as the Sherman 
Anti-trust Act, shall apply to all proceedings and suits in equity under this act. 

Sec. 7. That the purchase, sale, or consignment of any article intended to 
become and actually becoming an article of commerce between the States or 
Territories shall be deemed to be an act of engaging in such commerce under this 
act. 

Sec. 8. That the foregoing provisions of this act shall take effect January 
first, nineteen hundred and thirteen, but shall not apply to corporations or asso- 
ciations having a capital stock and surplus under ten million dollars until January 
first, nineteen hundred and fourteen. 

Sec. 9. That any corporation or association organized, conducted, and 
managed as required by section one shall, after the passage of this act, be entitled 
to engage in commerce between the States and Territories, and to carry on its 
authorized business relative to such commerce in any part of the United States, 
subject to the provisions of this act and to all present laws of the United States, | 

_and to future acts of Congress, and to the general laws and taxing power of any 
State, Territory, or District in which it may do business. 


Some of the salient points of it are these: First, that no cor- 

_ poration shall engage in commerce between the states unless it is 
organized under laws with a charter that, among other things, con- 
tains these things as prerequisites: First, provides that “it shall 
have only such powers as are incidental to such business,’’ and “shall 
not have any express power to hold the stock of any other corporation 


or association.” 
Now, remember that without an express power in its charter 
no corporation can hold the stock of another. 
Nor “‘shall it have the power to do anything outside of the state 
_ ofits incorporation which it is not permitted to do therein.” Another 
salient point is that its charter must provide “ that no other corpora- 
"S tion engaged in any competing business shall have any voice or vote 


directly in its affairs,’ and that “no person representing, directly 
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or indirectly, any such corporation, as owner or stockholder, or as 
an officer, or an employee, or an agent, shall have any such vote 
or voice,’”’ “‘nor shall any such person be eligible as a director or 
officer therein.’’ This provision, which seems to me very important, 
covers this: That where one person shall hold stock in two or more 
corporations engaged in competitive business such persons 
not have the right to vote his stock at a stockholders’ meeting,” 
or in any other way. The reason for that provision is this: Afte ” 


driven from the technical “trust” method and were about to be 
driven from the “holding-company’’ method, they proceeded to 


exchanging stock with one another for that purpose) in all of the 
competing companies, and thus by the election of directors at stock-. 
holders’ meetings brought into effect combination and pooling 
arrangements with one another among the several competing com- 
panies. Now, you can not provide that John Smith can not buy 
stock in any corporation he chooses, but you can provide that if 
John Smith owns stock in two or more competitive corporations 
he shall not have a right to vote that stock at a stockholders’ meeting 
in either of them, because the state creating the corporation has a 
right to regulate the manner in which the artificial person shall 
hold its meetings, how its members shall vote their stock and carry 
on its business. And Congress has the power to say that if this” 


shall not engage in “ trade between the states”’ or in foreign commerce, 
if Congress choose to go that far. 
tant feature of the bill. 

I had not time this morning to read the paper at home; but — 
coming up to the Capitol on the street car I observed this in the 
Washington Post. It is headed, “ John D.’s votes rejected. Waters- 
Pierce tellers defy mandamus in stockholders’ meeting. Charge 
attempt is being made to perpetuate Standard Oil trust under new 
system.” 

Now, the Standard Oil trust has just been dissolved into its 
original, or into some sort of subordinate elements. John D. Rocke- 
feller and those men who controlled the Standard Oil trust presented 
themselves at a meeting of the stockholders of one of these subordi- 
nate corporations with a large amount of stock; and those people 


make arrangements whereby certain men held stock (sometimes _ 


limitation do not appear in the state charter, then this state creature — 


“shall 


the people who want to organize injurious big business had been — 


This strikes me asa highly impor- _ 
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stated if they were really dissolved it was not good faith for the 

Standard Oil Co., substantially, to come in with a majority of the 

stock to elect the directors and -to control and dictate the policy of 

the business of this company, which is the Waters-Pierce Oil Co. 
The newspaper article referred to is as follows: 


St. Louts, Mo., February 15, 1912. 

In a bitter fight which raged to-day at the stockholders’ meeting for annual 
election, Henry Clay Pierce and his associates checkmated the effort of John D. 
Rockefeller and the Standard Oil interests to take absolute control of the Waters- 
Pierce Oil Co. The prize at stake is shown by sworn testimony in a recent suit 
that the Waters-Pierce concern in one year declared a dividend of $240,000. 
The capital stock is $400,000. 

Although Standard interests own 68 per cent of the stock of the company, 
the Pierce interests refused to count the ballots of John D. Rockefeller, John D. 
Archbold, and their associates, on the ground they were attempting to perpetuate 
the Standard Oil trust under a new system. 

The Rockefeller-Standard Oil interests filed a mandamus suit to compel 
the tellers to count the Standard Oil ballots; but the tellers, appointed by Pierce, 
refused to accept them and declared the Pierce slate of directors elected. The 
controversy will be fought out in a court beginning before Judge Kinsey Saturday, 
when the alternative writ of mandamus comes up for argument. 

The move of the Rockefeller-Standard Oil interests to exercise control over 
the Waters-Pierce Oil Co., according to a statement given out by one of Pierce’s 
representatives, is part of a country-wide plan to perpetuate the oil monopoly. 
The good faith of the Standard Oil people in complying with the decree of the 
United States Supreme Court dissolving the Standard Oil trusts was attacked 
in the Pierce statement. 


Now, if there had been the law which I propose, there would 
have been no necessity to object to the lack of good faith, which 
was indicated by the fact that, although the Standard Oil trust 
had promised to abide by the dissolution decree of the court, it was 
attempting here in one case, and doubtless will attempt in many 
other cases later, to control the entire business of the subordinate 
companies acting ostensibly independently now, but which were 
formerly controlled by all of them together. They would have been 
met at the door with: “It is all right; you will get your dividends. 
You can acquire an interest in this business, but you can not vote 
at a stockholders’ meeting.” 

Think a minute. Suppose that were the law to-day. The 
Attorney-General would not be troubled with “reorganizing’”’ the 
Standard Oil Co. and the American Tobacco Co. after the courts 
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had dissolved these great trusts into their original elements, or had, 
at least, dissolved them into subordinate elements. Suppose the 
law were that no stockholder in more than one oil or tobacco com- 
pany could vote in any? Each man who found himself possessed 
of stock in two or more of them would find himself in the condition 
where he would be impotent, because he could not exercise any power 
in organizing and controlling either company and would proceed 
at once to sell the stock in all but one, so that he might have some 
regulative control in at least that one. This would be especially 
true of those men who entertain monopolistic purposes “in unlaw- 
ful restraint of trade.” It would not cost them very much sacrifice 
to sell their stock in all but one; in fact, they would soon arrive at 
an arrangement by which A would exchange all his stock in corpo- 
ration A for an equal amount of B’s stock in corporation B. Another 
very important thing in the bill, I think, is the provision that where 
property or services are taken in lieu of cash in payment of stock, 
then the value of such property or service must be “determined 
according to the fact” upon “competent and specific proof under 
oath, filed in a public office,” to be designated in the charter. Like- 
wise, charters should, as they are required to do by another provi- 
sion in this bill, limit the amount of surplus and indebtedness by fix- 
ing a proportion which these ought to bear to the capital stock. 

At first I had an idea of undertaking also to limit the capital 
stock of corporations engaging in interstate commerce, still having 
confusedly in my mind the idea of mere magnitude as an evil. I 
found it utterly impracticable to do so. I could not fix in dollars 
and cents any amount beyond which a business would be ipso facto 
harmful and this side of which the same business would be beneficial, 
nor can you or any other man do it, in my judgment. I therefore 
came to the conclusion that the great evil of watering stock could 
be met only by these two provisions: First, that stock should be 
paid for in actual cash, or if not paid for in that way, should be paid 
for by services or property, with their valuation fixed by prescribed 
rules on public proof under oath; and, secondly, that the surplus and 
indebtedness should bear a percentage proportion to whatever cap- 
ital stock the company had, thus limited, been permitted to 
issue. 

Nor was I able to find any percentage line of demarcation that 
seemed even to my mind satisfactory. I could not say that if a 
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company did 51 per cent of the business of the country in a certain 
line that was necessarily a harmful business, and if it did 49 per cent 
it was necessarily not a harmful business. It is not a question of 
magnitude. It is a question of methods, or, rather, of power to 
exercise oppressive methods. If a corporation have the power, you 
may be sure it will exercise it, because there is profit in its exercise. 

I think perhaps one of the most important provisions of the 
bill is clause 3 of section 1. It is intended to meet unfair methods 
which are daily practiced by some of the most oppressive of the great 
corporations. For example, the Sugar Trust has held its power 
over the trade very largely by prescribing that its customers shall 
sell sugar at a price to be dictated by it from week to week and day 
to day. Again, many great concerns in this country sell goods to 
merchants at a certain pricé upon the condition that they shall 
export these goods and shall not give American citizens the benefit 
of the price at which they were bought. Many other of the so- 
called trusts keep their throathold upon American industry by pre- 
scribing that their customers shall not sell outside of a certain terri- 
tory; some others, that their customers shall not buy from others 
engaged in producing competing articles; others have gone so far 
as to sell upon the condition that their customers shall not sell even 
within the United States below a retail price fixed in the contract 
or branded on the package. A man in Memphis, Tenn., did a great 
public service by carrying one of these contracts through the courts 
up to the Supreme Court, who pronounced it void. But we do not 
want to make every man go into a long and expensive litigation to 
arrive at his rights. Another example familiar to most of us is to 
be found in the great shoe industry of this country, which is to-day 
shackled by the fact that the United Shoe Machinery Co. will not 
sell them at all certain machinery for bottoming shoes—or for do- 
ing something for shoes; I think it is bottoming them—a device 
which because of its great value has become absolutely necessary 
to the shoe industry—or even lease that machine unless the shoe 
factory leasing it agrees to buy a whole line of other machinery from 
this same company, or not to buy like machinery from anybody else. 
This clause 3 in section 1 is intended to meet all these evils by having 
the charters state that the corporation is forbidden to “destroy 
or seek unfairly to stifle fair competition’’ ‘‘by making or effecting 
exclusive contracts,” . . . “by restricting its customers, or 
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other persons with regard to price or territory, or otherwise, in 
freely buying, selling, or transporting” the articles purchased. 

Another great evil, which is known to all of us, is the evil of 
temporarily or locally reducing prices solely for the purpose of driv- 
ing out competition; reducing these prices below a fair competitive 
rate and then afterwards, the competition being driven out, raising 
them to whatever level the monopolistic corporation may choose, 
always high enough to recoup the temporary or local loss. The 
Standard Oil Co., for example, dr-ve the Marietta Oil Co. in that 
way out of a healthful competition existing within a restricted field. 
Within this restricted field the Standard Oil Co. reduced the price 
of oil to a point below the cost of production and sold at a loss until 
the Marietta Oil Co. was destroyed. 

Another instance familiar to all of us is the manner in which the 
Bell Telephone Co. operates. It is a great combination, extending 
all over the United States. There are many independent local com- 
panies which compete with it upon limited areas. The Bell Tele- 
phone Co. will enter these areas, reduce the prices for the use of 
the telephones to a point where no telephone company, not even 
itself, could make a living at it. It doesn’t hurt the Bell Telephone 
Co., because it recoups by its profit elsewhere while it is suffering 
loss in the restricted areas, but it serves its purpose to drive local 
companies out of existence. Then, as soon as they are driven out 
of existence, the great company raises its prices. 

The Legislature of the State of Mississippi used a little provi- 
sion in a public law which cured that evil very nicely; they said that 
wherever a telephone company announced a certain price that that 
price should be held by what you call the public-service commission 
in most of your states, but it is the railroad commission in Mississippi, 
to be “‘a fair competitive rate”’ and above which the company should 
not charge. ‘There was a date fixed after which this should be a law. 
Before that date arrived the Bell Telephone Co. had everywhere 
instituted ‘fair competitive rates,” because it could not afford to 
have a rate below the cost of service declared by the commission to 
be a fair competitive rate. 

Of course there are certain corporations to which this act, like 
all other acts regulating interstate commerce, should not apply. 
They are excluded in section 3 of the act from the operation of its 
provisions. 
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f <a I will only add that the bill to which I call your attention gives 
ample time to corporations now engaged in interstate commerce to 
“organize’’ by going back to the several states of their incorporation 
or to other states and getting new charters complying with its 
condition. 

Don’t you think that even “big business’? men ought to admit 
that this is better than reorganizing in each case, after lawsuit and 
in accordance with the provisions of a decree of a court of equity, 
without definite knowledge beforehand of how they ought to reor- 
ganize, even if they wanted to? The bill, of course, exempts no exist- 
ing criminals from already-incurred penalties. 

One other thing: It is supplemental and not supercessional of 
the Sherman law and repeals that law only in cases where it con- 
flicts with it. In cases where there is conflict, of course, the last 
law counts. 

One word more: Of course I want to say that this bill is chiefly 
valuable as giving the idea of a remedy. I attempted to put in it 
the provisions that I thought ought to be prerequisites to engage 
in interstate commerce. Of course you may think that there are 
others of much more importance, and you may think that some 
of these are not important; but the plan remains still the same. 

I arrived at the conclusion after talking with some people who 
knew more about it than I did, that if the surplus was limited to 
50 per cent of the outstanding paid-up capital stock and the indebted- 
ness at any time was not to be more than the outstanding capital 
stock plus the surplus, that that would prevent or tend to prevent 
overcapitalization or monopoly or near-monopoly. 

Now, it may be that the indebtedness ought to be a less per- 
centage than that which I have indicated. In the bill you will notice 
that I merely say it is not to be at any time more than the outstand- 
ing capital stock and the surplus. It seemed to me that whenever a 
corporation gets to the point where its indebtedness is more than its 
outstanding surplus and all its stock, it is about ready to go into the 
hands of a receiver anyway. 

SENATOR BRANDEGEE: I do not catch clearly your idea of the 
danger of having more than 50 per cent surplus. What is there 
dangerous about having a large surplus, if it earns it? 

SENATOR WILLIAMS: It is required in fixing its capital stock 
to have it paid up, and it is required to go to the state authorities 
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when it wants to increase its capital stock. You see, it could increase 
its financial potency and evade the appearance of real overcapi- 
talization just as much by building up a surplus with which it could 
work as by direct watering. 

SENATOR BRANDEGEE: I have had no opportunity to read 
this bill, because it has just been handed to us. What do you pro- 
vide in here about watered stock? You referred to that in your 
remarks, but you did not go into it in any detail. 

SENATOR WILLIAMS: Well, I tried in the first bill, Senator, to 
fix a limit, but I could not do that. It was not satisfactory, even 
to me. Then, finally, I fixed this provision that I told you about. 

You will notice that wherever one of these companies is over- 
capitalized it is not by cash stock, but by taking other plants or prop- 
erty or services and issuing stock for them. I require that wherever 
they take services or property, instead of money for stock, that they 
shall be valued by a public officer indicated in the charter, upon proof 
under oath made before him. 

SENATOR BRANDEGEE: I understand that, but this is not the 
exact point I am inquiring about. 

SENATOR WILLiAMs. I think that would prevent overcapital- 
ization; that would prevent watering stock. 

SENATOR BRANDEGEE: That is true as to that. 

SENATOR WILLIAMS: Yes. 

SENATOR BRANDEGEE: What I am trying to get at is 

SENATOR WILLIAMS (interrupting): You mean what I suggest 
as a remedy for stock already overw atered in already existing cor- 
poraticns? 

SENATOR BRANDEGEE: Yes. 

SENATOR WILLIAMS: I have nothing satisfactory to my own 
mind. I did not attempt it. 

SENATOR BRANDEGEE: What I mean to suggest is this: If 
your bill was law, it would of itself prohibit corporations which at 
present have got watered stock out—although the stock may be 
earning dividends—it would prohibit those corporations from con- 
tinuing in commerce among the states? 

SENATOR WILLIAMS: No; I am sorry to say it would not. 

SENATOR BRANDEGEE: Why not? 

SENATOR WILLIAMS: Because they would just go on. This 
applies, of course, to their coming in with certain charter provisions 
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which are prerequisites—if they came in with charter provisions, 
it would affect all future watered stock, but not what they have 
already watered. Iam sorry it does not, but I could not study out 
any way of doing that. Therefore I did not put anything in the bill. 
It ought to be done. That is, I do not mean that an overwatered 
corporation ought to be prohibited from entering into interstate 
commerce, but there ought to be some way of forcing them, either in 
this bill or in some other bill, if I may use the phrase, to “unwater”’ 
their stock. 

THe CHAIRMAN: Senator Newlands, you may interrogate. 

SENATOR NEWLANDS: This bill is in the nature of a Federal 
charter? 

SENATOR WILLIAMs: No, sir; it is a Federal regulation of inter- 
state commerce forbidding people of certain character with certain 
chartered powers derived from the states from engaging in inter- 
state commerce and penalizing them if they attempt it. 

SENATOR NEWLANDsS: You do not regard it then as in the 
nature of a Federal charter to state corporations which are engaged 
in interstate commerce? 

SENATOR WILLIAMs: No, sir. 

SENATOR NEWLANDs: But simply as prescribing the condi- 
tions upon which they shall enter into interstate commerce? 

SENATOR WILLIAMS: Yes, sir; and prescribing that if they 
have certain powers which enable them to do certain things in the 
judgment of Congress wrong or too large that they shall not engage 
in interstate commerce. The theory of the bill is this: That the 
state has a right to charter anybody to do anything the state pleases, 
except in violation of the Constitution of the United States, and the 
Congress has the right to say that that creature of the state shall 
not engage in interstate commerce unless it does it upon terms and 
conditions prescribed by Congress. 

SENATOR NEWLANDS: Would you expect this bill, if passed, 
to work reforms in the corporation laws of the various states? 

SENATOR WILLIAMS: Yes, sir; every one of the so-called trusts 
would have to go back to the states for new charters. I fix a time 
at which the bill shall go into operation, and any corporation which 
had not complied with the prescribed conditions made prerequisite 
by reorganizing and getting a new charter—that would be the sole 
reorganization needed, in compliance with the provisions of this bill 
—would be afraid to continue in interstate commerce. 
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SEnator NEwLanps: Now, assume that this bill should be 
passed and it should go into effect, and that an individual state 
should not change its corporation laws so as to be in harmony with 
it, what would happen to the corporation? 

SENATOR WILLIAMS: That corporation would go to some other 
state and get a charter, just as a company that desired to do business 
in Mississippi goes now to the State of New Jersey, because the char- 
ters granted by the State of New Jersey contain greater power. 
Just, for instance, as when I left home a little company that was 
trying to operate an overhead trolley line in the country had a 
charter from New Jersey, not from Mississippi, and some time prior 
to that one faced me with a charter from South Carolina. They 
do not like Mississippi corporation law much and they get their 
charters outside of the state. They could do business in the state 
just as well. If some company chartered by Nevada, let us say, 
went to the Nevada Legislature and said, ‘We want to get a new 
charter in accordance with these Federal requirements,’’ and the 
Nevada Legislature refused to give it to them, they would go to some 
other state and get it. They would have no trouble in getting their 
charters amended or new charters granted. 

SENATOR NEWLANDS: Whom would you expect to enforce 
this law? 

SENATOR WILLIAMS: The courts and juries and grand juries. 

SENATOR NeEwLanps: And you would rely upon the Attorney- 
General, too? 

SENATOR WILLIAMS: Yes; and the different United States 
district attorneys throughout the country, and the grand juries 
throughout the country, and the petit juries throughout the country, 
and public opinion moving them. One of my very objects is to not 
have it the business of any one man or set of men either to execute 
or dispense with the execution of the rules. I make it just like the 
law against petit larceny or any other crime. 

If you left it to the grand juries and petit juries of the country 
to execute the law, just like you do any other law, the abuse of non- 
enforcement would be much less apt to occur than if there were a 
bureau or some man, or set of men, to doit. In the first place, a 
bureau could not keep its eyes on the whole country if its members 

wanted to, and in the second place, they would be amenable more or 
less to some sort of “influence.”” Somebody might come down and 
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explain to them that what they were after, and what they wanted to 
do, was “not a bad thing to be done; that they were just doing it 
altruistically and for the benefit of the public,” like the Steel Trust 
persuaded Roosevelt when it absorbed the Tennessee Iron and Steel 
Co. Without any corruption or anything else they might persuade a 
very good man to suspend the operation of the law. 

SENATOR NEWLANDs: That same influence can be brought 
to bear upon a district attorney or the Attorney-General, could it 
not? 

SENATOR WituiAMs: Not near as easily upon them and upon 
the grand juries and petit juries as it could upon some one bureau 
upon whom the concentrated fire of all these great business interests 
was directed. 

SENATOR PoMERENE: Senator, if I understood you correctly, 
you made a statement that you did not intend to in any way modify 
or repeal the Sherman anti-trust law except as it might be inconsist- 
ent with this? 

SENATOR WILLIAMS: Yes. 

SENATOR POMERENE: In what respect would you regard it as 
inconsistent with the provisions of this bill? 

SENATOR WIL.LIAMs: A corporation at present under the Sher- 
man law, with an express power in its charter of holding stock in 
competitive corporations, can do interstate business and commerce. 
Under this bill it could not. That is one instance. A corporation 
which had locally or temporarily reduced prices below a fair competi- 
tive rate for the purpose and “with the intent,” as this bill pro- 
vides, ‘‘to stifle competition,’’ can do business under the Sherman 
law but could not under this bill. There are lots of provisions here 
under which, after the passage of the law, a company, without 
amending its charter, could not do business, but can do business now 
under the Sherman law subject to a lawsuit to see whether or not. 

By the way, there is a provision in the bill that I forgot to 
mention; a provision excepting of course from the operation of the 
bill business carried on in consequence of patents and copyrights. 
That goes as a matter of course and of legal statutory necessity. 

I think one of the things that recommends the bill is, that it 
leaves these people to go back to the state legislatures and get the 
proper charters, which they can do. It tuduces and persuades the 
state legislatures to a uniformity of corporation charter law, and it 
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does not so disturb the equilibrium of business as to hurt a single 
rightful legitimate interest of any description. If you notice, the 
bill strikes throughout only at wrong methods, dishonest methods, — 
and oppressive practices, and in so far as stamping them out of 
existence would disturb any existing business, of course an existing 
business of that sort ought to be disturbed; but it does not disturb 
any other sort of business, in my opinion. — 
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By Joun C. TRAUTWINE, JR., on =. 


Philadelphia. 


In a paper read before the Manufacturers’ Association of Chi- 
‘cago on March 16, 1909, and reprinted in Engineering News, March 18, 
1909, Lieutenant-Colonel George W. Goethals, Chairman and Chief 
_ Engineer, Isthmian Canal Commission, said: 
' “The estimated cost by the present commission for completing 
_ the adopted project, excluding the items left out by the Board of 
~ Consulting Engineers, is placed at $297,766,000. If to this be added 
the estimated cost of sanitation and civil government until the 
: e mmpletion of the work, and the $50,000,000 purchase price, the 
total cost to the United States of the lock-type of canal will amount 
to $375,201,000. In the preparation of these estimates there are no 
~ unknow m factors. (These same figures are given also in the Annual 
Ma Report of the Isthmian Canal Commission for the fiscal year ending 
_ June 30, 1909, page 31.) 
“The estimated cost of the sea-level canal for construction 
alone sums up to $477,601,000, and if to this be added the cost of 
_ sanitation and civil government up to the time of the completion of 
_ the canal, which will be at least six years later than the lock canal, 
_ and the purchase price, the total cost to the United States will aggre- 
_ gate $563,000,000. In this case, however, parts of the estimate are 


__ more or less conjectural—such as the cost of diverting the Chagres to 


_ permit the building of the Gamboa dam and the cost of constructing 
the dam itself. 

“The majority of the Board of Consulting Engineers estimated 
that from ten to thirteen years would be required for the completion 
of the sea-level canal. The Isthmian Canal Commission and the 
then chief engineer fixed the time from eighteen to twenty years.” 

ce In an interview published in The Engineering and Mining Jour- 
nal, July 5, 1879, John C. Trautwine said, respecting a sea-level canal 
at Panama: “Taking into consideration the loss of interest on money 
and the cost of damages from floods, it is very doubtful whether 
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five hundred millions of dollars and twenty-five years of time would 
suffice to construct the Panama Canal.” 

In a letter to the Polytechnic Review, August 19, 1876, Trautwine 
estimated the cost of a sea-level canal, 100 feet wide at bottom, 200 
feet wide at water line, and 30 feet deep, either by the short San 
Blas route (involving a tunnel) or via the Atrato River and the Bay 
of Cupica, at about $300,000,000. 

; It will be seen that, considering the smallness of the canals 
_ - which Trautwine had in mind, and on the other hand, the relative 

eae of the appliances then at the service of the engineer, 
_ Trautwine’s estimates are remarkably in accordance with those of 


Fs the present day; but, in a paper entitled “Important Elements in 
: Naval Conflicts,” published in THE ANNALS of the American Academy 
> _ of Political and Social Science, July, 1905, the late Admiral George 


Melville said: 

b> “The latest estimate as to the cost of an isthmian sea-level 

-~ ; canal is about $230,000,000. In connection with the cost of such a 

oa water-way, it may be well to remember that Trautwine, about fifty 
years ago, estimated the cost as about $16,000,000, or about seven q 

per cent of the latest estimate.” 

How Admiral Melville came to make this very glaring, though 
of course unintentional, misrepresentation of Trautwine’s estimates 
is indicated in the following extract from the latter’s “Rough Notes 
of an Exploration for an Inter-oceanic Canal Route by way of the 
Rivers Atrato and San Juan, in New Granada, South America,” 
published in the Journal of the Franklin Institute, March to Novem- 
ber, 1854, or “about fifty years ago,”’ relatively to the date of Admiral 
Melville’s paper. In this document, estimating the cost of an insig- 
nificant water-way (with locks) “for steamers of about six feet draft, 
from ocean to ocean,” he gives the following “supposititious”’ figures: 


=e Twenty miles, constructed through the Napipiswamps $16,000,000 
_- Two miles of deep cutting, averaging 150 feet in depth 
4 Eight miles in better soil, ind less unhealthy locality. . 
- Deepening the Atrato, thirty-nine miles............. 
a ; Stopping up the upper end of Cafio Tadia........... 

Improvements at Boca Urabd................000005 ,000, 

$35,400,000 
Interest on gradual expenditures during fifteen years 


» $50,400,000 
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gather, to die) in these infernal regions,” Trautwine speaks of this 
$50,400,000 as “a sum which I regard as totally inadequate for the 


structed. That his estimates ($300,000,000 for San Blas or Atrato, 
are so nearly those estimated to-day for the much larger work now 
_ that the present sanitation of the Canal Zone had not then been 
thought of; and (2) that no conception could then have been formed 


of the machinery and methods now available for such tasks. 


~ upon the use of wheelbarrows, saying that “horses and carts could 


| 


_ Culebra cut with wheelbarrows. 


The Cost of the Isthmian Ship Canal 


It is to be noted especially that, although this estimate allows 
_ for ‘‘the exorbitant salaries necessary to induce officers to live (or, 


purpose,”” namely, for constructing ‘‘a route for steamers of about 
six feet draft.” 

It will be noticed, however, that, in this underestimate, the 
first item does happen to be $16,000,000, less than one-third of the 
total, and it appears that Admiral Melville, or his informant, must 
have mistaken this single item for the total; but it must still be re- 
membered that this underestimate of $50,400,000 referred to a work 
which would have been wholly insignificant in comparison with even 
the canal with locks, now nearing completion at Panama, to say 

nothing of the far more formidable proposition of a sea-level canal. 
| Even the thirty-foot canals, which Trautwine had in mind, are 
trifles compared with the forty-five-foot channel now being con- 


and $500,000,000 for Panama—all sea-level) for so small a channel, 


under construction, is at least partly explained by the facts: (1) 


For the Atrato route, at least, Trautwine based his estimate 


not be employed.” 
Even Colonel Goethals might well have hesitated to attack the 
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AND DISCUSSION 


FISHER’'S “THE PURCHASING POWER OF 


The announcement that, by means of careful and exhaustive investigations 
and computations, involving a wide range of statistical mathematics, authori- 
tative statements have been secured of the volume of trade of the United States, 
of the velocity of circulation of its bank deposits, and of the volume of its cir- 
culating credit; and the further announcement that from these elaborated data 
and from the money-supply estimates of Professor Kinley, a final computation 
yields the same level of prices as that obtained by direct returns and simple 
averages, burst in upon the “dismal science’? with the freshness of the news 
that men have begun to fly. It is comforting to men of science whenever they 
are satisfied that statistics have been found to confirm a theory. Respect for — 
government bureaus grows. Statistics of prices, money, deposits, and trade 
prove one another. 

What light does the investigation throw on the causes of price fluctuations? 
The branch of monetary theory involved is most important. Doctors disagree, 
as was shown last winter at the discussion of the preliminary presentation of 
the theory to the American Economic Association at St. Louis. The results 
of the book are summarized as follows (p. 310): 

“Except for the growth of V (velocity of money) prices would have been 
one per cent lower than they were.” 

“Except for the growth of (oe __ prices would have been twenty- 

M { money plus ’ 
demand notes 
three per cent lower than they were.” 

“Except for the growth of V’ (velocity of deposits) prices would have been © 
twenty-eight per cent lower than they were.” 

“Except for the growth of M, prices would have been forty-five per cent 
lower than they were.” 

The conclusion is that the growth of money was the largest factor in rais- 
ing prices. 

Why are readers not told what would have been the effect on prices if depos- 
its had not increased? Why is the effect of deposits deadened by that of money? _ 
See what happened to deposits (p. 304): ‘These figures, or the dotted curves _ 
in the preceding diagram,’ show that money in circulation (M) has nearly doubled 
in thirteen years; that its velocity of circulation (V) has increased only ten per 
cent; that the deposit currency has nearly tripled and its velocity of circulation 
(V’) has increased fifty per cent; that the volume of trade has doubled, and that 
prices have risen two-thirds.” The proportion of bank deposits to simple money 
circulation is as seven to one and a half. And if the composite circulation (M) 

‘The Purchasing Power of Money,” by Irving Fisher, Professor of Political Economy in 
Yale University, assisted by Harry G. Brown, Instructor in Political Economy in Yale University. 
Pp. xxii, 505. Price $3.00 New York: Macmillan Company, 1911. 

3 This refers to a diagram in Mr. Fisher's book. 
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be resolved into its fiduciary and monetary constituents, and the former be 


_ added to bank deposits, then the fiduciary element is sixteen times the real 
money (cf. p. 13). But this giant, Deposits, must be subjugated and put back 

to his proper place! The theory of causality as enounced by Professor Fisher 
is that a portion of this fiduciary element, the demand notes (quite arbitrary, 
so far as cause is concerned, for it depends merely on the individual convenience 
which prefers one form of debt to another), should be separated off from depos- 
its and added to the money, and that then this incongruous summation should 
be looked upon as the real cause of the remaining and preponderant portion 
of credit, the deposits; and hence as the real cause of price fluctuation. 

The labored statistical work has apparently done little to illuminate the 
causal inquiry. The conclusion is extra-statistical. At the meeting of the 
_ American Economic Association above alluded to, it was suggested that the causal 
_ chain might sometimes run from prices to trade or deposits or velocity. Pro- 
_ fessor Fisher answered that “P is the one passive element of the equation.” 
_ This was very just. But he went on to say, ‘‘ Besides the causal relation between 
M [circulation] and M’ [deposits},’’ etc. The book contains numerous allusions 
to and affirmations of this causal relation. 

Professor Fisher has apparently but followed the common practice of price 
statisticians, who, in making the direct computation of averages, bunch together 
- money and demand notes. This procedure is permissible from their point of 
view. A vague contrast is, however, evoked between this repugnant combi- 

- nation, on the one hand, and deposits, on the other, which is fatal to correct rea- 
soning when the combination is sought to be used as a datum for other equations 
_ orother reasoning. The excuse for this improper union is always that the imme- 
diate object in hand is an “equation of exchange.” It is needed for the purpose 
of testing price statistics. Statisticians accept the popular sense of money in 
order to attain to its value. They admit and even loudly, at times, affirm that 
deposits have an effect on prices, but just when or how, is not expressed, or 
expressed inconsistently. How can the relation be clearly established when 
deposits are divorced from demand-notes, their allotropic form? 

The theorist is alternately convinced that money (of some sort) or that 
_ deposits are decisive on the level of prices; but, in the absence of a proper theory 

to connect the two, feels that he must take the part of one, and generally falls 
back on vague “money” as the “regulator.” If pressed hard on this point, 
he is apt to say that he really meant metallic money. The book under consid- 
eration has done nothing to clear up this ambiguity of money theory. The 
_ labors of that penetrating student, Professor Dunbar, in distinguishing the credit 
_ from the money spheres of action, find no echo, ‘The quantity theory, as thus 
stated, does not claim that while money is increasing in quantity, other causes 
may not affect M’ [deposits], V, V’, and the Q’s, and thus aggravate or neutralize 
the effect of M [vague money] on the p's [prices]. But these are not the effects 
M onthe p’s. So far as M by itself is concerned, its effect on the p’s is strictly 
proportional” (p. 158). This statement attributes prices to vague money, 
_M, i.e., money plus demand notes. Compare it with others: ‘Whether or 
not prices will continue to rise depends on whether the increase of gold and the 
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circulating media based on gold continue to exceed the growth of trade. It 
is the relation of gold to trade that chiefly affects prices” (p. 248). Could 
anything be more indefinite? The last statement attributes prices to gold. 
“The increase in M brings about a proportionate increase in M’” (p. 165). 
“Deposits (M’) are chiefly the effect of money, given the normal ratio of M’ to 
M" (p. 183). ‘‘ We have seen that, normally, deposits rise or fall with money 
in circulation. Therefore, if deposits had increased just as fast as money and 
no faster, we should ascribe the whole increase to money alone” (p. 308). | 
The trouble is with the attempt to use the equation for the causal analysis. 
Asseveration in favor of M, or composite circulation, is balanced by asseveration 
for money. 

Causal theorists should reject demand-notes from the money item and add 
them to deposits, if the equation is to serve any purpose of causal inquiry. Evi- 
dently the connection of demand-notes with coin is only because their rapidity | 
of circulation is assumed to be the same—a circumstance of no importance as 
bearing on analysis of causes. The fundamentals of money theory are analytic | 
and not quantitative; but the members of the equation of exchange cannot be 
assumed to possess this character. A theory of causes is evolutionary. It 
must contrast environment with content and process. Through such contrast 
alone can explanation be reached. If it is sought to apply this method fo the 
analysis of exchange practices, it is plain that the environmental part of the 
whole price-stuff is money-real money: it is the fixed condition under which 
prices are made. The real importance attaching to money is its contrast with 
credit. To mix it up with some credit and then attribute to this sophisticated 
“money” a price-causality is an Unding. It is only toecommon to mix money 
with a part of the credit and then seek to contrast this popular compound with 
“deposit circulation’—a very happy term, by the way. This mingling of 
money and credit is made necessary by the actual facts. 

Why does not the book tell us what prices would have been if credit had 
not increased, or even if deposits had not tripled and their velocity had not 
augmented by one-half? Professor Fisher says in his paper before the Ameri- 
can Economic Association (p. 8): “Of the four price-raising causes we find 
the most important absolutely to be the increase in bank deposits (M’). But 
if we measure these bank deposits (as they should be measured) relatively to 
the money in circulation, then their increase is found to be a less important 
price-raiser than the increase in the quantity of money.” In the debate which 
followed, he referred his colleagues to his book. If, now, we turn to the book, 
what do we find? P. 154: . . . “The normal ratio which M’ bears to M, 
which we have seen tends to be maintained.” P. 150: “At the close of our 
study, as at the beginning, stands forth the equation of exchange as the great 
determinant of the purchasing power of money. With its aid we s: that nor- 
mally the quantity of deposit currency varies directly with the quantity of money, 
and that therefore the introduction of deposits does not disturb the relations 
we found to hold true before.” P. 147: We are told that in the United States, 
“to meet any modification in other factors of the equation of exchange—such, 
for instance, as trade—the gold in circulation must bear the burden.” To 
quote the n 
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both control the quantity of deposits, would be going too far, but the curious | 
reader is referred to pp. 154, 156, 157, 158, 161, 164, 165, 171, 181, 308, aa 
319, and also citations above for ambiguity as between M and money. Take 
for example p. 319: ‘ Deposits subject to check depend on money in circula-— 
tion, the two normally varying in unison.” a, 
We have been repeatedly promised proof of the causal relation, in which — 
“money” or money determines the amount of credit. The statement has been — < 


reiterated. The only attempt at proof is found on pp. 50, 51: “Two facts nor- . any 
mally give deposits a more or less definite ratio to money. The first has been 4 - aol oy 
i already explained, viz., that bank reserves are kept in a more or less definite __ fs 

_ ratio to bank deposits. The second is that individuals, firms, and corporations ie 
preserve more or less definite ratio between their cash transactions and their — 
~ check transactions, and also between their money and deposit balances.”” This 

is the proof adduced of the influence of money upon deposits. But the first -— 
statement speaks only of the influence of deposits upon money! It had been > 

generally supposed that the ratio of deposits to money was chiefly a partial 
- measure of expansion. But the book imagines a relation between deposits 
- and circulation and connects that loosely with an (inverted) relation between 
deposits and money. After mangling credit, dividing it by money, and then 


 redividing it by a part of itself, the book would have us believe that the science _ 


of mathematics proves that the influence of money on prices is greater than that Te 
of credit. Evidently no such result flows from the equation of exchange. ers) 


While the general principle that the quantity theory is a metallic theory ie Os 
is stoutly affirmed, the book admits that there are “transition periods’? during = ae 
which credit circulation may exert an influence upon prices. “In a similar _ 2 


and to an extent limited by the amount of legal tender currency, money or depos- — 
its or both may be said to adapt themselves to the amount of trade. In these 
two ways, then, both the rise and fall of prices are mitigated. Therefore, the _ 
quantity theory will not hold true strictly and absolutely during transition 
periods” (p. 161). There is a chapter which deals briefly with transition periods, 
and states some of the principal incidents of the credit cycle. The term “transi-_ 
tion period" is well chosen to complement the essentially static interpretation — 
which is put upon the equation of exchange. If the equation be employed to 
ascertain more correctly the relative statistics of successive years, as Professor : 


way seasonal variations in the price level are reduced by the alternate expan-— 

sion and contraction of an elastic bank currency. In this case temporarily, 4 
5 


Fisher has done, the results may be made the basis of dynamic reasoning. But rs 2s 
he also attributes to the equation an essential virtue, a relation deep down in + 
the nature of things. There may be considerable to say for this view, also; but 
“figure worship’? may be misleading. The unspoken hypothesis is evoked of | 
a normal period during which the equation is regnant in the economic world, — 
broken by convulsions during which it is dethroned and the powers of darkness 
hold sway. Perhaps moments occur when the equation represents tangible, : 
business figures. If so, they are very rare. The equation is deep and valuable ra - 
not because it gives concrete results but because it certifies to general, typical 
proportions. If the test of normality be a concrete correspondence, then prac- : = 
tically all periods are exceptional, abnormal, and a {| 
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ne and among average data presents no concrete correspondence. Why, 
then, found talk about “exceptional transition periods” upon the equation of 
exchange? 

Names are, abstractly viewed, incidents of little importance, and Professor 
Fisher's eager championship of the quantity theory, without, however, its infla- 
tionist corollaries (p. 15), if taken by itself, may be regarded as a matter of taste. 
It is, indeed, a little strange that he who, in his works on “ Income and Capital,” 
and on “The Rate of Interest," so exaggerated the psychological influences 
in industry, should turn about and correspondingly exaggerate the materialistic 
influences that make for the level of prices. It has been seen that “transition” 
periods are neglected, and it is also plain that their prices cannot be accounted 
for on a materialistic basis. Professor Fisher is perhaps discouraged from con- 
tinuing his support for psychological economics by difficulties connected with 
the principle that credit fluctuations cause international gold movements and 
consequent equalization of prices throughout the world. The book presents 
such movements as instantaneous, on the good, old plan of orthodox economics. 
Adjustments of gold to credit are continually taking place; but it demands a 
long period of credit expansion to bring about discredit. This qualification, 
unwelcome to quantity theorists, must be conceded in derogation of their touch- 
- and-go mechanism. In fact, the adjustment is so tardy, and when it takes place 
goes with such a rush, that they must be perpetually either disappointed or 
shocked. Of course, he takes the quantity theory in the objective sense: “It 
is true in the sense that one of the normal effects of an increase in the quantity 
of money is an exactly proportional increase in the general level of prices’ 
(p. 157). With such convictions, it is apparent that he felt compelled to accept 
term. 

Authors disagree as to what money affects prices, and how the effect is pro- 
duced. Professor Laughlin properly groups all credit together—demand-notes 
and deposits—and thinks that this circulation cannot affect prices normally, 
since it is dealt out in proportion to business. Professor Fisher thinks that 
metallic money and credit money should be taken together. Still another pos- 
sible view is that demand-notes plus deposits—and chiefly the latter—regulate 
_ prices in short periods, and together must be contrasted with metallic money, 
whose chief function is to step in as a substitute for failing credit, and at such 
moments to play a decisive rdle. The last view lends itself better to evolution- 
ary logic; it has never been sufficiently presented. It is certainly illogical to 
classify credit-money in the same category with metallic money, except it be 
understood that, like any two extremes, they may be connected by a differen- 
tiated series. Such confusion on the part of economists may be a consequence 
_ of intimacy with legislation, which pays little heed to organic structure and 
processes, 

In connection with the effect of credit on prices, the book cites a student 
of this phase of the subject, Dr. M. T. England (p. 273). Dr. England found 
that deposits sometimes continue to rise after prices have begun to fall, a cir- 
cumstance which would seem disfavorable to the view that credit influences 
prices. The explanation, as discovered by Dr. England, is so favorable to the 
view that credit is the real influence at work, that a word should be said in expla- 


| 
' val af 338 The Annals of the American Academy 
if : 
| =) 
= 
a, 
7 i.* 
Ls 
id 
| | 
= 
a 
| 
= 


| The Purchasing Power of Money 


nation. The conclusion is based, not so much on “the revival of trade following 
a crisis,” as on the fact that banking practice, in the returns for “deposits,” 
does not separate those based on commercial loans from those based on specu- 
lation, the so-called ‘‘Wall Street loans.” It is well known that speculation 
is even more active on a falling than on a rising market, and stock-loans are 
correspondingly large. These speculative loans overlay, in the bank returns, 
the commercial, which are all the while shrinking, and which are the basis of 
those deposits which are directed toward the purchase of commodities. It is 
abstractly conceivable that deposits or other circulation originating in stock 
loans, might reach commodities at last, and justify some sort of a credit—quan- 
tity theory, if the speculation kept up long enough; but, as a matter of fact, it 
does not: commodities are purchased with the credit that was meant for that 
purpose and not with that which was meant for stock-market liquidations. 
Statistics favor the idea that it is not the whole body of credit but the commer- 
cial or the industrial credit that affects commodity prices for short periods; 
and that such prices fall because loans devoted to commodity purchases have 
already fallen. The industrial loans are falling while the stock loans are still 
rising. 

The book adopts the usage of the term “price” in the sense of the old term 
“value,” for exchange value in general. It proposes that the latter term 
(“value”) should be used for ‘‘total value.”” But it frequently uses price ia 
its old sense of money-exchange-value. 

“Deposit banking is a device by which wealth, incapable of direct circu- 
lation, may be made the basis of the circulation of rights to draw” (p. 53). 
This statement follows the current view that credit is based upoa those goods 
which may be pledged as tangible security. The term “based” is ambiguous. 
It is true that pledges are pawned for payment of debts; but it is also true that 
the real basis of an industrial loan is the goods which are expected to be manufac- 
tured with the aid of the loan. The credit thus represents, not the present 
pawned goods, but the future goods,—they are the real basis of the loan. This 
ambiguity is only too common in works on money, and can only be avoided by 
the shunning of the materialistic view of the question, altogether. 

Economists and legislators will deeply thank Professor Fisher for his statis- 
tical labors. The results will soon be disseminated and appropriated for the 
common good. This book is pervaded by the common sense, the direct diction, 
and the large desire to assign credit where it is due, which make Professor Fish- 
er’s writings so attractive and wholesome. 

W. G. LANGWorTHY TAYLOR. 
University of Nebraska. 
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SHERMAN ACT; THE INTENTION OF ITS 
FRAMERS. 


By C. O. GARDNER, 
Harrison Fellow, University of Pennsylvania. - 
A 


» 
I. The Passage of the Law ae nl 


On December 4, 1899, Senator Sherman of Ohio, introduced a bill in the 
Senate declaring ‘unlawful trusts and combinations in restraint of trade and 
production.” The bill was referred to the Finance Committee which reported 
it, on December 14, 1890, in slightly amended form. The bill proved to be unsat- 
isfactory and was referred back to the same committee on March 21. On March 
27, the whole matter was referred to the Judiciary Committee, which reported, 
on April 2, a bill in the form in which it was finally enacted into law. This bill 
passed the Senate, April 8. It was then sent to the House where several amend- 
ments were attached; later a conference committce of the two houses struck out 
the amendments proposed by the House and recommended the passage of the 
bill in the form in which it had come from the Judiciary Committee. Both the 
Senate and the House accepted the recommendations of the committee and the 
bill became law July 2, 1890. : 


Il. The Authorship of the Act 


According to the best evidence at hand, the Sherman Act was the joint 
production of the members of the Judiciary Committee. Senator Edmunds wrote 
sections 2, 3, 5 and 6, and all of section 1, except the words “‘in the form of trusts 
or otherwise,”’ which were probably inserted at the suggestion of Senator Evarts; 
Senator George wrote section 4; Senator Hoar wrote section 7; and Senator 
Ingals, section 8. 


III. The Framers’ Views as to the Scope of the Act 


; 1. Was the Sherman Act intended to apply to all combinations? In support 
of the statement that it was not intended to apply to all combinations, we have 
the following evidence: 

Senator Sherman, while explaining the bill which he had introduced, said: 
“It aims only at unlawful combinations; it is the unlawful combinations, tested by 
rules of the common law and human expcrience, that are aimed at in this bill, not 
the useful or lawful combinations.” . . . After stating that, in his judgment, 
all trusts would have the inevitable effect of preventing competition and restrain- 
ing trade he continued: “Still this can not be assumed against any combination 
unless upon a fair hearing it should appear to a court that the agreement is 
necessarily injurious to the public and destructive of fair trade.” 

1The main sources of information consulted in preparing this note were the debates in the 
Senate and the committee reports on the proposed law. 
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Congressman Culbertson, one of the House members of the conference 
committee, said: ‘‘ Just what contracts, etc., will be in restraint of trade will not 
be known until the courts have construed and interpreted this prohibition.” 

Senator Hoar, in his autobiography, declares that he considers the law will 
never be held to prohibit lawful and harmless combinations. He says: 

“We thought it best to use this general phrase (speaking of the wording in 
section one), which, as we thought, had an accepted meaning in the English law; 
and then after it had been construed by the courts, Congress would be able to make 
such other amendments as might be found by experience necessary.” 

Senator Edmunds, the chairman of the Judiciary Committee, in an article 
in the North American Review for December, 1911, expresses much the same 
sentiments in regard to the meaning of the law. 

2. Was the law intended to apply to railroads? The original Sherman bill 
and the various amendments that were introduced early in the session, included 
combinations to prevent competition in transportation as among the things to be 
prohibited. The Bland amendment, introduced in the House, specifically declared 
that transportation corporations should come within the act. This amendment 
was adopted without debate in the House and later was agreed to by the Senate. 
Senator Hoar, in speaking of the amendment, explained that the Judiciary Com- 
mittee had agreed to its insertion into the act, although they considered it already 
covered. ‘There is no harm,” he says, ‘‘in concurring in an amendment which 
expressly describes it, and an objection to the amendment might be construed 
as if the Senate did not mean to include it."”. Later, the Bland amendment was 
stricken out by the conference committee as unnecessary. 

3. Was the statute meant to apply to labor organizations? Objection was 
made to the original Sherman bill because it was so worded that it might possibly 
apply to such organizations. To meet this objection, Senator Sherman himself 
offered a proviso which declared that the statutes should not be construed to apply 
to labor organizations. In doing so he declared that he considered it unnecessary 
as the bill was never intended to reach them, but that he would submit it to 
avoid confusion, The proviso was adopted by the House, but later was stricken 
out by the conference committee. 

4. Was the law intended to include the regulation of production? The 
title of the original Sherman bill was ‘‘A bill to declare unlawful trusts and 
combinations in restraint of trade and production.” It is clear that the early 
bills were designed to reach production as well as commerce, but the great 
objection raised to the original bill and its substitute was that they would be held 
unconstitutional and the elimination in the final draft of all reference to produc- 
tio yn was reap ab ly due to an attempt to so word the bill as to avoid all eit 
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Alden, Percy. Democratic England. Pp. xii, 271. Price, $1.50. New York: 
Macmillan Company, 1912. 


Babson, Roger W., and May, Ralph. Commercial Paper. Pp. 253. Price, 
$2.00. Wellesley Hills, Mass.: Babson Statistical Organization, 1912. 


Bonham, M.L. The British Consuls in the Confederacy. Pp. 267. New York: 

Longmans, Green & Co., 1911. 

In this interesting account of the activities of foreign consuls in the territory 
in control of the Confederacy, Dr. Bonham has brought together the results 
of a scholarly research of first-hand sources, manuscripts and interviews. The 
duties which consuls have to perform in a belligerent territory, particularly in 
the event of civil war, are among the most important entrusted to international 
agents. As one reads how these consuls protected their citizens against enforced 
enlistment, how they notified their government of the discrepancies in the main- 
tenance of the blockade of Southern ports, we are impressed with the extremely 
difficult situation in which they were placed. If their action was disagreeable 
to the authorities at Washington, their exequatur would be withdrawn, while any 
friction with the Confederate authorities would have the same result and a further 
disagreeable consequence that the consul himself might be forcibly displaced. 
In many instances throughout this account, it is shown how important it was 
to understand exactly the rights and immunities of consuls. Numerous diffi- 
culties arose because of the lack of any precise determination of the status of 
the consul. Even the scholarly author would seem to maintain that the consuls 
in the Confederacy had no right to discharge diplomatic duties. Such is the 
case ordinarily, but when diplomatic authorities are withdrawn, consuls take 
over any and all diplomatic functions necessary to the protection of the interests, 
property and lives of nationals of their own country. 

The tremendous importance of the consular position is just beginning to 
be dimly realized. Such a book as this should open the eyes of anyone holding 
the antiquated ideas of certain English and American writers, who declare with 
Lord Elingborough, that the consul is a commercial agent and enjoys practically 
no privileges and immunities. A professional consul—that is, one who devotes 
his whole time to his professional duties—is a public agent of his country, and 
while his immunities are less and of a somewhat different nature from those of 
a diplomatic representative, they are none the less important and are protected 
by international law. 


Butler, Elizabeth B. Saleswomen in Mercantile Stores. Pp. xv, 217. Price, 
$1.08. New York: Charities Publication Committee, 1912. 

In this, her last contribution to a subject on which Miss Butler has spent many 

years of active study, she sets forth in careful detaid the problem of the mer- 


| . 
| . 
| 
| 
| 
| 
| 
| 


Book Department 


cantile establishment from the standpoint of the ialeaisiiaiats Her discussion of 
the provision of seats, the arrangement of toilets and rest rooms, store construc- 
tion for light and air and the organization of the working force constitute a real 
contribution to the science of store organization. In an exhaustive discussion 
of the wages of women employees in Baltimore, Miss Butler shows that the range 
is from $2 to $18 per week, while the largest number of women in any one wage 
group earns $6.00 a week. Although of no general bearing, the book will com- 
mend itself to all who are interested in the welfare of women workers. 


Choate, Joseph H. American Addresses. Pp. xix, 360. Price, $2.00. New 
York: Century Company, 1911. 


Cornell, Walter S. Jlealth and Medical Inspection of School Children. Pp. xiv, 

614. Price, $3.00. Philadelphia: F. A. Davis Company, 1912. 

At first hand, the author has gathered a mass of interesting data bearing on the 
health of school children, which he presents in a cumbersome and rather uncon- 
vincing way. The book discusses all of the ailments of school children, and 
details the methods of their correction, The sections on Defects and Diseases, 
covering four hundred pages, detail the facts regarding sense defects, i.e. eyes, 
ears, nose and throat; diseases of the teeth; the nervous system; the skeleton 
and the skin; of mental deficiency; of nutrition; of speech defect and of infectious 
diseases. The other two sections of the book explain the objects and methods 
of medical inspection of schools, and analyze the problems involved in school 
hygiene. 

While the work is suggestive and, in general, interesting, the presentation 
is frequently defective, much of the data are scattered and poorly classified, and 
the book, as a whole, lacks a conciseness and definiteness which militate strongly 
against its effectiveness. The author has made his contrrbution too general 
to be scientific, and too detailed to be popular. 


Crane, Frank. Business and Kingdom Come. Pp. 100. Price, 75 cents. 
Chicago: Forbes & Co., 1912. 

An optimistic, uncritical description of the welfare work and the plant of the 

National Cash Register Company. 

Crane, Frank. God and Democracy. Pp. 72. Price, $1.50. Chicago: Forbes 
& Co., 1912. 

A remarkably progressive interpretation of religion in terms of modern thought. 


Cross, Ira B. The Essentials of Socialism. Pp. ix, 152. Price, $1.00. New 


ra York: Macmillan Company, 1912. 
4 Spargo, John, and Arner, G. L. Elements of Socialism. Pp. 382. Price, 


= $1.50. New York: Macmillan Company, 1912. 
The Macmillan Company has recently published two books on Socialism that 
are worthy of special consideration, although for quite different reasons. They 
are also indications of the improvement that is taking place in the discussion of 
Socialism. The old polemics for or against it are happily disappearing, and in 
their place are coming books that really help to shape public opinion. 
_ Mr. Cross’s book is a logical presentation and discussion of the various 
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a, 
principles that lie at the basis of socialistic thought. He shows in a clear-cut 
way the contrasts and opposition that lie between the various doctrines that 
make up the socialistic creed. I know of no place where the essence of Socialism 
is so clearly presented as in his fourth chapter. This alone is worth the price 
of the book to anyone that admires clear thought and logical emphasis. The 
book also has an admirable and well classified bibliography. 

Mr. Spargo’s book shows the emotional side of Socialism as clearly as Mr. 
Cross’s book does its logical side. He talks in terms of heroes and of causes. 
It has all the moving force that characterizes his other works and will appeal 
to those who want something to feel deeply about rather than something to 
think clearly of. Why it should be called a text-book is hard to explain. It 
would be better described as a sermon. Such books are necessary for party 
appeals but the school is no place for them. 


Currier, C. W. Lands of the Southern Cross. Pp. 401. Price, $1.50. Wash- 

ington: Spanish-American Publication Society, 1911. 

This book records mainly the impressions of a delegate to the Congress of Amer- 
icanists at Buenos Aires, who made the trip along the route now coming to be 
the chief tourist route of South America. Down the east coast to Buenos Aires, 
across the trans-Andine road to Valparaiso, thence up the west coast to the 
Isthmus, was the line followed. The usual places, therefore, receive due atten- 
tion in the narrative. 

Many interesting touches are found scattered through the book—but little 
pretense is made toward a comprehensive discussion of any country or city. 
The book is well written, very entertaining in fact, for the most part, and should 
prove especially welcome to the prospective tourist to South America. It will, 
as no formal guide book can, tell the tourist what he may expect in the many 
places of interest amid quite new conditions. The good bibliography is some- 
what unusual in this type of book. 


Dresser, H. W. Jluman Efficiency. Pp. xi, 387. Price, $1.50. New York: 
G. P. Putnam’s Sons, 1912. 

The author, in common with many of the recent writers on “ Efficiency,” fails 
in his presentation because of the indefiniteness of his efficiency concept. Effi- 
ciency, he says, * begins in a neutral field, not far from the arena in which the 
issues between capital and labor are just now being fought out, adjoining the 
territory which socialism claims but not identified with it, contiguous to the 
entrancing region which we call ‘success,’ and related to the domains of edu- 
cation and moral reform.” Later, he writes “the term ‘efficiency’ is, in the largest 
sense, a synonym for the art of life, for adaptation to nature."” The author has 
thus taken for the field of his study, a large section of the realm of human knowl- 
edge. His attempts to cover this field are necessarily ineflective,—first, because 
of the great extent of the territory, and second, because of his loose method of 
writing. Dr. Dresser’s book might be justified if nothing like it had previously 
appeared. But since the market is already over-flowing with similar works, this 
volume adds little or nothing to the sum total of human knowledge or to its 
availability for public instruction. 
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Evans, M. S. Black and White in South East Africa. Pp. xvi, 341. Price, 
New York: Longmans, Green & Co., 1911. 


Graham, S. Undiscovered Russia. Pp. xvi, 337. Price, $4.00. New York: 
John Lane & Co., 1912. 

The journey which Mr. Graham describes extends from the Caucasus to Arch- 
angel. The greater portion of the narrative deals with the unfamiliar provinces 
of Vologda and Archangel. The author was not a tourist of the usual sort but 
spent his time with the people. The journey was made mainly on foot, the 
company was that of the peasants and the fare such as the small villages or 
the open country might offer. Under such conditions it is not surprising that 
the story is one of experiences unfamiliar to the average European even if he 
feels that he knows the great northern empire. We are introduced to the queer 
rural customs, half pagan, half Christian, the ikon worship, the blessing of the 
fields and the life in the forest stretches of far northeastern Russia—the land 
of the Samoyedes. Native traditions and folk tales of miraculous escapes from 
hardships and weird instances of divine intercession are recounted. The best 
portion of the book is that which describes the life of the traveler from day to 
day, the manner of life of the peasants, and of the exile colony, the method of 
agriculture, the system of administrative espionage and control, the commerce 
on the far northern rivers and the prevalent medieval conditions in the country 
districts. The author is in hearty sympathy with the simple, and on the whole 
contented, life which the peasant of the far north leads. He takes occasion to 
draw many comparisons not to the advantage of our hurried western civilization. 
This is an unusual travel book, one which leaves with the reader not the impres- 
sions of one who has merely visited the provincial capitals, but of one who has 
actually lived in the civilization he describes. 


Hammond, J. B., and Barbara. The Village Laborer. Pp. x, 418. Price, 

$3.00. New York: Longmans, Green & Co., 1911. 

The changes in English political, social and industrial life which date from about 
1834 are well known. The actual causes of some of these developments, for 
instance, the political, have also been frequently discussed. With reference to 
others, we have been rather poorly informed. ‘The present volume fills in some 
of these gaps in our knowledge and throws new light on some of the developments. 

In essence this study treats of the village laborer from 1760 to 1832, or 
during the period in which the enclosure acts were carried out, the Speestham- 
land Act devised to meet the new conditions, and the revolt of the laborers in 
1830 against the situation in which they were placed. 

Much has been written about the enclosure acts but little is usually given 
by way of description of the methods of executing them or their social results. 
The attempt to supplement deficient earnings, the essence of the Speedhamland 
Act, has been described with rarely an effort to connect it with the enclosure 
policy. We are indebted to the writers for their readable and accurate descrip- 
tion of the actual working of these measures. 

It is evident that the writers’ sympathies are wholly with the laborer. 
This is normal but may lead to an unconscious exaggeration of the amount of 
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The grasping landlord with his satellite, the curate, and the willing or ignorant 
parliamentarian who votes as desired are given short shrift. At the same time 
the ideas of the best students of the time are also outlined. 

Altogether much valuable material is here presented. One who wishes to 
understand the development of the English poor law, to learn therefrom what 
policies to avoid elsewhere, as well as the student of local government, will gain 
much help from the reading. 


Henderson, C.R. Jndustrial Insurance in the United States. Pp. x, 454. Price, 
$2.00. Chicago: University of Chicago Press, 1911. 


Jeffery, R. W. The New Europe, 1789-1889. Pp. viii, 401. Price, $2.50. 
Boston: Houghton, Mifflin Company, 1911. 


Klemm, L. R. Public Education in Germany and in the United States. Pp. 350. 
Price, $1.50. Boston: R. G. Badger, 1911. 


Larymore, Constance. A Resident’s Wife in Nigeria. Pp. xviii, 299. Price, 

$1.50. New York: E. P. Dutton & Co., 1911. 

Mrs. Larymore is one of the few women who have dared to accompany their 
husbands into the heart of darkest Africa. Her story of experiences in Nigeria 
is both unusual and fascinating. Strange landscapes and strange customs never 
so overwhelm the author that she loses her keen power of observation or her 
lively interest in feminine affairs. All through the book, both in the reproduc- 
tions of photographs and in the text, emphasis is given to woman’s life in Africa, 
—both the life of the native and the conditions against which European women 
must contend—the latter she feels is important because of the general belief 
that tropical countries must ultimately belong to the European nation which 
can bring its women to live in the country. The descriptions of native cooking, 
dances, ornaments, embroidery and house-building, give a large amount of 
information which the ordinary sojourner in Nigeria either overlooks or 
neglects as not worth emphasis. The latter portion of the book is composed of 
“household hints,""—not to natives or residents but to show what European 
women can expect in this country. Weare told what to wear, the necessities of 
camp life, what transportation difficulties must be met, what can be grown in 
the garden and what domestic animals may be counted upon. To those who are 
interested in the economic future of Central Africa rather than its present these 
comments are especially valuable. 

But it must not be assumed that this volume is one on home economics. 
There are fine descriptions of adventure. Shooting rapids, taming serval cats 
and the experiences of camp life all contribute to make the book entertaining 
as well as valuable for its information. 


Levine, Louis. The Labor Movement in France. Pp. 212. Price, $1.50. New 
York: Columbia University Press, 1912. 

This volume is significant both in its timeliness and in the thoroughness with 

which it traces the development of syndicalism in the country of its greatest 

present vigor. The theory of revolutionary syndicalism is shown to be old. 

It is a return to the ideas underlying the “ International,” in which the influence _ 
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of Proudhon, Marx and Bakounin appeared in composite form. But the work- 
ing out of these old ideas as the groundwork of present-day syndicalist practices, 
amounts almost to a new development at the hands of the workingmen’s groups 
themselves. It is an outgrowth of conditions in which differences of individual 
opinion have had to disappear or be merged into a group view. The result 
has been a common stock of ideas, the similarity of which, to the “ International,” 
is due in part to the fact that the “ International’ developed out of similar con- 
ditions. The outcome of the movement cannot be predicted. But the issue 
is definite, and a struggle is inevitable. The government of the Republic is 
determined to put down the revolutionary activities of the Syndicalists, and the 
Syndicalists are seemingly bent on fighting their battle to the end. 


Levy, H. Monopoly and Competition. Pp. xviii, 333. Price, $3.25. New York: 
Macmillan Company, 1911. 

This work is an English translation of the German edition published in 1909, 

a review of which appeared in Toe ANNALS for May, 1910. 


Lottin, J. Quetelet Statisticien et Sociologue. Pp. xxx, 564. Price, 10 fr. Paris: 

Felix Alcan, 1912. 

An ever widening group of scholars is coming to appreciate the work of the great 
Belgian statistician, in developing statistical methods of research. For a dis- 
cussion in English of “* Quetelet as Statistician” we are indebted to Doctor F. H. 
Hankins, now Professor at Clark College, who made this the subject of his dis- 
sertation at Columbia University in 1908. 

The present interpretation of Quetelet’s work is presented in six parts, the 
first of which is devoted to the facts of his life, and the second, to his statistical 
writings, analyzing the beginnings of his scientific inquiries and the development 
of the theory of probability. The third part discusses the application of the 
theory of probability to the observation of phenomena. The significance of 
statistical regularities and the concept of natural law are explained. Type, 
variation from type, and the problem of final causes are considered. Part four 
takes up the sociological system of Quetelet and the following part deals specifi- 
cally with the relation between freedom of the will and social laws, analyzing 
the influence of the individual upon society and of society upon the individual. 
The last part presents Quetelet’s idea of the average man, both physical and moral. 
The book is accompanied with extensive bibliography and will be welcomed by 
students of statistical and sociological method. 


McCarthy, Charles. The Wisconsin Idea. Pp. xvi, 323. Price, $1.50. New 
York: Macmillan Company, 1912. 

Wisconsin has done something unique in making a living place for her citizens. 
With natural opportunities no greater than those of.surrounding states, she 
has, through the instrumentality of fundamental education and insistent legis- 
lation, shaped the environment to meet the needs of her citizens. She has thus 
fulfilled the author's demand—“‘if in our modern life, conditions are not conducive 
to the highest type of American manhood, we should attempt to find some way 
of helping men to help themselves.” It is in this hopeful spirit that Wisconsin 
has worked, and that the author has written. 
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Macgregor, D. H. The Evolution of Industry. Pp. 254. Price, 50 cents. New 

York: Henry Holt & Co., 1912. 
The Home University Library of Modern Knowledge has already amply justi- 
fied itself, and this little volume fully meets its purpose in the series. Events 
are outlined in such a way as to emphasize principles, and the evolutionary 
interpretation which these embody leads up to a telling picture of the present 
condition of wage earners. 

That there has been a rise in well-being among the working classes is illus- 

_ trated by statistics showing an increase of real wages during the past half century. 

But the poverty situation in cities has become a blot on the present economic 
order, the removal of which is an object of prime concern. Politics is becoming 
increasingly concerned with the social results of industry, and the rising democ- 
racy of the past quarter century will not rest short of a re-assumption on the 
part of the working classes of some of the industrial independence they have 
lost since the beginning of the nineteenth century. 


Marsh, B.C. Taxation of Land Values in American Cities. Pp. xv, 115. New 

York: The Author, 1911. 

The sub-title of this essay, “The Next Step in Exterminating Poverty,” is 
reminiscent of Henry George, as are many phases of the elaboration of its main 
theme. But the points of contrast are more prominent than those of similarity. 
For Mr. Marsh is not primarily interested in an abstract justification of a single 
tax. He is more interested in the consequences of a system of municipal taxa- 
tion that would lay chief emphasis on land taxes. These he tries to show, with 
an impressive array of facts, would remove much of the burden from industry, 
reduce city debts and encourage the logical and economic development of cities. 
“Adequate taxation of land values would reduce the cost of living by $20 per 
family up, for different classes in cities.” 

The tone of the work is that of a propagandist. But whatever element of 
error there may be in expectation and prophecies, the author’s industry has 
afforded a very timely and serviceable collection of material on land taxation 
in cities. 

Martin, Percy F. Salvador of the Twenticth Ceniury. Pp. xvi, 328. Price, 

$4.20. New York: Longmans, Green & Co., 1911. 

Most writers see Central America through colored glasses. Mr. Martin is no 
exception, but, unlike the usual traveler, he can see almost nothing which merits 
criticism. The point of view is as extravagant as the English used. A few _ 
quotations will illustrate both. We are informed that “‘ The form of government — 

in vogue is that of a free sovereign and independent republic—that is to say, _ 
democratic, elective and representative. In Salvador the President is a reality 
not a mere figure head. He makes his presence felt and yet in a perfectly con- 
stitutional manner; he associates the form of government with the reality of 
government.” In discussing the educational system we are informed “San_ 
Salvador has between six and seven important educational institutes,’ ‘* schools, 
colleges and universities are to be found in all of the departments.’” Inasmuch 
as Salvador is about one hundred miles long by thirty-five miles wide with twelve 
departments and about a million inhabitants, there would seem to be no lack 
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of opportunity for education. Through the government’s kindly aid as a result 
“many a genius has been rescued from probable obscurity.” But the best 
illustration of the character of the book is found in the opening paragraph which 
informs us that in 1502 Columbus “‘in consequence of the mutiny among his 
ruffianly followers (put) into Hispanola” and discovered Salvador. It is enough 
to point out that the Salvador Columbus discovered was an island in the West 
Indies not territory lying on the Pacific coast. 

Mr. Martin gives us a highly colored, loosely written description of a 
country which he believes has been much neglected. A large amount of space 
is given to biographical sketches of the chief officials and to the “ short sighted” 
policy of the foreign office and Ambassador James Bryce. American and Ger- 
man trade methods are described and praised. ‘Two chapters trace the financial 
history of the country and the unfortunate complications which have made the 
central American republics contribute to their own bankruptcy and that of their 


neighbors. 


Moore, H. L. Laws of Wages. Pp. viii, 196. Price, $1.60. New York: 
Macmillan Company, I9gII. 


Muir, William. Christianity and Labour. Pp. xxiii, 316. Price, $1.50. New 
York: George H. Doran & Co. 

The church has always been concerned over the welfare of the laborer, but local 
church groups have too often neglected or ignored the problem in its local aspects. 
This situation is as often attributable to ignorance as it is to the prejudices and 
antipathies of the better-to-do. It is against this ignorance that the present 
work is mainly directed. It is a plea for a truly Christian solution of the labor 
problem. Ethical aspects are regarded as of first importance, but economic 
considerations are treated in a really fundamental way. The status of labor is 
described historically as well as in terms of contemporary facts. <A truly Chris- 
tian life may gather around an income of a pound a week, but the chances are 
all against it. “‘However wise or good they may be, lessons on thrift cannot 
but be ineffective so long as they are given to mill girls by those who spend as 
much on holidays as their hearers earn; or to workingmen by those who spend 
as much on golf as their hearers have for all the necessaries of life.” Real Chris- 
tianity lies in the recognition of facts, such as these, and in real effort looking 
toward remedy. This volume should contribute indirectly to the latter of these 
ends through its unquestionably direct contribution to the former. 


Page, T. N. Robert E. Lee—Man and Soldier. Pp. 734. Price, $2.50. New 
York: Charles Scribner’s Sons, 1911. 

Reynolds, S., and Wooley, Bob and Tom. Seem’s So—A Working Class View 
of Politics. Pp. xxvii, 321. Price, $1.60. New York: Macmillan Com- 
pany, I9II. 

Stephen Reynolds has been instrumental in making a real contribution to our 

knowledge of working class psychology, as this book contains, in narrative 

form, the political, social and economic views of two English fishermen. The 
rugged honesty of’ their speech has been retained, and the book throughout 

sounds strongly of the alley and the trade union pain 2 
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The author sees the humor as well as the irony surrounding the lives of 
these men, and he speaks it in no uncertain terms. For instance, he gives a 
workingman’s opinion of the parliamentary candidates at an election. “A few 
days after the general election of January, 1910, I happened to be present while 
a number of working men, some of them strongly partisan during the election, 
some of them newspaper-readers and others not, were chatting it over among 
themselves. ‘Well,’ remarked one, ‘’tis a good job 'tis over, I say. "Twas 
a lot of fuss and precious little to come of it. We've got one of em in by a big 
enough majority and fired t’other man out, and nuther one of the hellers is any 
better than t’other one’” (p. 127). Similarly, he writes of the attitude which 
such people hold toward socialism and atheism. ‘‘ The word socialist is still — 
a lump of political mud, handy to throw at any opponent; just as twenty years — 
ago the word atheist was, and as twenty years hence some other word will be. 
But socialistic ideas, under any other name, or no name at all, seem to have 
made astonishing headway among the working men of both parties, so much 
so that even the word itself is becoming somewhat less of a bogey.”” These two 
quotations are representative of the keen style and spirit in which the entire 
book is written. 

Scott, Leroy. The Counsel for the Defense. Pp. x, 431. Price, $1.20. New 

York: Doubleday, Page & Co., 1912. 

A thrilling story of the unmasking of political corruption in an Indiana town. 
The author makes clear the method by which good men often are made the 
agents and victims of unscrupulous and grasping corporations, and again, the 
way in which the weaknesses of human nature sometimes are capitalized for _ 
the purposes of public spoliation. The heroine, who is a Vassar College girl, _ 
who has studied law and who becomes counsel for her father, who is the innocent 
victim of a political intrigue, is an excellent example of the woman who has 
found that interest in life and in work is a necessity for happiness and in which | 
she has sacrificed no element of womanly grace and charm. The plot is intensely 
fascinating and full of real dramatic strength. 


Simiand, F. La Méthode Positive en Science Economique. Pp. 208. Paris: 
Felix Alcan, 1912. 
This little book, which takes its title from that of the final essay, is made up 
of a number of studies, or parts of such, varying in date, purpose and occasion. 
There is unity of treatment in the fact that all turn on questions of methodology. 
The author’s thesis is that economic science has for its object the recognizing 
and explaining of economic reality. This sounds truistic, but both emphasis 
and content amply justify repetition. Even in the critical handling of succes- 
sive themes the author’s constructive purpose is seen in the tracing out of the 
tendencies of a positive economics. For instance, the contradictory possibilities 
of psychological economics are clearly defined; but the main note is struck in 
the conclusion that psychological observation, not psychological deduction, 
must be made the rule, unless economics is to be a purely conceptional science. 
A positive economics must seek the psychology of economic life, not arbitrarily 
suppose it. A truly experimental method is needed to this end. The further 
radical vice of explaining phenomena of a social nature with reference purely to 
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individual phenomena must likewise be corrected. A truly sociological method 
must be employed with all classes of social phenomena whether they be religious, 
juridical, moral or economic. 


Smith, S$. G. Social Pathology. 
Macmillan Company, 1911. 


Smith, W. H. All the Children of All the People. 

New York: Macmillan Company, 1912. 
“However reluctant one may be to acknowledge the fact,” writes the author 
in his preface, “it is none the less certain that the task of trying to educate 
everybody, which our public schools are engaged in, has proved to be far more 
difficult than the originators of the idea of such a possibility thought it would 
be when they set out upon the undertaking. This is a mild way of stating an 
important truth.” 

It is in the endeavor to establish this fact beyond cavil, and to indicate 
the methods by which the public school system may be made to fulfilits original 
purpose, that the author writes his popularized version of modern educational 
problems. “Born Short,” “Born Long,” “Again the Kids,” “Bits of History,” 
are chapter headings which indicate the character of the treatment. The style 
is interesting, although at times cumbersome, and the presentation is always 
easily followed. The author has brought together a number of educational 
problems which the average man has not thought out, but which the student 
of education has long since decided. 


Stout, R., and J. L. New Zealand. 
University Press, 1911. 
This volume from the “Manuals of Science and Literature” series, lives up to 
the standard established by other books published earlier in the series. It gives 
a general survey of the most interesting of British Colonies, describing the fea- 
tures of New Zealand, its products, people, early history, especially the Maori’s, 
and the present social, political and economic conditions of the colony. A good 
deal of instructive information is crowded into a small space; and it may be 
said fairly to attain its object of presenting in convenient form the salient facts 


Pp. viii, 380. Price, $2.00. New York: 


Pp. ix, 346. Price, $1.50. 


Pp. 185. Price, 40 cents. Cambridge: 


concerning the country. 


Thwing, C. F. Universities of the World. 
York: Macmillan Company, 1911. 

It is no perfunctory thing to say that in his “Universities of the World,” Dr. 

Thwing has filled a real gap in educational literature. The literature relating 

to universities hitherto has been heavy or historical. This book is neither a 

catalogue nor a ponderous narrative. It has the fascination of a continued 
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_ story while emphasizing the essential features of university life and organization 
_ the world over. 


Dr. Thwing ranges from Oxford to Tokyo. In all twenty universities are 


- described, pictured and characterized, with one exception, from direct obser- 


Upsala and Cairo shake hands in the presence of the eminent and 
ancient, the modern and obscure. 
The German type of university is found to be the “most impressive form 


| 
< 
¢ 
‘a 


The Annals of the American Academy * + 


of higher education of modern times.”” The American university is intellectual 


in its aim but individual in its efficiency. But this efficiency is essentially dif- 
ferent from that of the English type as well as from that of the vocational type — 
represented by the universities of the Far East. In this book the value of uni- — 


versities is revealed both from what they do as well as from what they fail to 
accomplish. There are even universities we learn that only reflect and perpetuate 
the civilization in which they find themselves. There are some that are the 
light of life—the creators not the creatures of civilization—the controllers not 
the mere conservers of the things of the spirit. 

The special student will miss in Dr. Thwing’s book some things he would be 
glad to.learn from it. Even he, however, will find valuable facts and inter- 
pretations regarding universities concerning which it is not easy even for the 
specialist to secure information. The lay reader will find the book illuminating 
and a delight. 


Turner, Edward R. The Negro in Pennsylvania. Pp. xii, 314. Price, $1.50. 

Washington: American Historical Association, 1911. 

This essay of two hundred and fifty pages, the balance of the volume being a 
detailed bibliography and an index, won the Justin Winsor Prize in American 
History for 1910. The author who is Professor of History in the University of 
Michigan shows himself an extremely industrious and conscientious student. 
Every student of Pennsylvania history is in his debt. The context though 
condensed is readable and logical. 

The volume covers the period from the first introduction of negroes to 
1861. Slavery, Manumission, Abolition, Sewituch and Apprenticeship. The 
Free Negro, The Suffrage, Race Prejudice, Abolitionism and Anti-Slavery are 
naturally the chief topics. One chapter is devoted to “Social and Economic 
Aspects of Slavery” and one to “Economic and Social Progress.” The author’s 
main interest is not in the negro but in the effects of his presence upon the white 
man, his laws and customs. 

Dr. Turner makes clear the various and often conflicting reactions of the 
whites and shows the influence Pennsylvania had upon the Southern States. 
He feels, and makes a good case for his feeling, that popular usage has reversed 
the proper application of the terms abolition and anti-slavery. He points out 
that the early abolitionists were secking to end slavery by slow and legal measures, 
the later anti-slavery group being the one demanding violent interference. In 
making clear the different attitudes of the state, Dr. Turner has performed a 
real service. It would be well for all those who specially criticize the South 
to-day to learn how similar were the earlier experiences here. 

It is a study deserving not only of the prize—but likewise of gen 
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REVIEWS 
Bailey, L. H. The Country Life Movement in the United States. Pp. xi, 220. 

Price, $1.25. New York: Macmillan Company, 1911. 

It is seldom that a small book covers such a large problem so effectively as in 
this case. The country life movement as the author sees it is a desire “to even 
up society as between country and city,” for there is a lack of adjustment between 
the two which must be remedied, if the present century is to belong to agricul- 
ture and-the open country as much as to the city. 

Some of the more important topics discussed include: (1) the present move- 
ment in its national and international phases; (2) inter-relations of city and 
country; (3) the declining rural population and abandoned farms; (4) the out- 
come of our industrial civilization; (5) the problem of agricultural education; 
(6) the relation of women to the country life movement, and (7) the problem 
of securing community life in the open country. Labor, marketing of crops, 
county fairs and soil conservation are also discussed at some length. 

A multitude of valuable ideas and suggestions concerning country life are 
found in connection with the different topics. Thus in answering the question, 
“Can a city man make a living on a farm?’ the answer is that he must know 
how. City men who have made good are the exceptions “unless they began 
young.” “Farming is no longer a poor man’s business,” and “city people must 
be on their guard against attractive land schemes,” for the cases where it is 
possible to pay for land and make a living out of it at the same time are few. 
“Farming is a good business, but it is a business for farmers,” and the farmers 
themselves must be responsible for improving rural conditions. 

Although the problem of making country life what it should be cannot be 
attained by any single means, the author believes that the fundamental need 
is ‘‘to place effectively educated men and women in the open country.” Agri- 
culture in the schools is necessary not because it is a concession to farming, but 
because it is rightly a school subject; without it the public schools do not meet 
their obligation. Reorganizing the household part of farm life so that woman 
may be more of a factor in the affairs of her community, and bringing people 
together so that they may act together on questions affecting the community, 
are two other great means of developing a better country life. 

In conclusion the author suggests that the open country must solve its 
own problems; that profitable farming is not a sufficient object in life but must 
be supplemented by social usefulness; that many country professions must be 
developed; and that good farmers are needed more than millionaires. 

It is a broad-vision survey of a big question, with keen analysis of under- 
lying conditions and solid common sense in proposed remedies. 

Wa ter S. Tower. 
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University of Chicago, 


Ball, J. Dyer. The Chinese at Home.+ Pp. xii, 370. Price, $2.00. New York: 
F. H. Revell Company, 1912. 

This book in few ways excels many of the works written before it on the Chinese. 

Some of the illustrations are the work of native artists and give a good idea of 
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the stage of artistic skill reached by them. The customs of the people are 
interestingly set forth; but in describing home conditions, we fear, the author 
has been influenced somewhat by the surroundings in which he is now enjoying 
“the quiet of English pursuits.’"’ One who has lived and traveled in China is 
tempted to say: he has confined his description of the streets, buildings and 
homes to those occupied by the gentry. Chapter VI, “John Chinaman Abroad,” 
should be read and mentally digested. In it the reader may see himself as 
others see him. The horrors of infanticide are briefly told. The statements of 
this paragraph will prove an antithesis to the statement of Dr. DeGroot, in his 
book, “The Religion of the Chinese," to the effect that foundling hospitals have 
been established by humanitarian officials. What these asylums are the author 
graphically explains. Child labor is hinted at, but its enormity is left for some 
other writer to unfold. Those who think America is the birthplace of graft 
will change their minds after reading this book. Chapter XIX may be profitably 
read by students of economy, and especially by American housewives. The 
dangers to which foreign women who marry Chinese expose themselves are 
briefly set forth. We are glad the author has paid deference to the work and 
influence of the missionaries in bringing about reforms, but we are disappointed 
in that he has given but scant notice to the work done by the great number of 
Chinese who have been educated in the universities of America and England. 
These men are responsible for the present state of progress in China. On the 
whole, the book is informing and will prove to be good reading. 


Curusert P. Newton. 
Crozer Theological Seminary. 


Baring, Maurice. The Russian People. Pp. xix, 356. Price, $3.50. New 
York: George H. Doran Company, 1911. 


Discussions of Russia by foreigners, are usually unsatisfactory because they are 
written by casual travelers who cannot interpret what they see, or they assume 
that the reader is already familiar with the general background of Russian life, 
or the statements are colored by strong social or national bias. 

Hon. Maurice Baring, the author of this volume, is especially fortunate in 
being free from these limitations and his chapters will on that account be wel- 
comed by a large circle of readers. His long experience in the British diplo- 
matic service in Russia, and his later activities as Russian representative of the 
London press, have given him an unusual insight into the national life. Maps 
showing the historical growth of the country, its soil formation, racial elements 
and political divisions make it easy to follow the discussion of unfamiliar facts. 

The first fifty pages give a picture of the Russians themselves, of the phy- 
sical character of the country, its agricultural wealth, its river systems and its 
industrial developments. Then a hundred pages give a brief review of Russian 
history with emphasis on the politics of expansion. But the chapters which will 
claim the attention of most of his readers come in the latter half of the book 
dealing with the internal economic and political problems of Russia since the 
emancipation of the serfs. 


— | 
354 
| 
| | 
te 
| 
| 
4 
4 
4 


extreme centralization of the Imperial government is well brought out. The 
peculiar communal institutions of Russia from which the Socialists formerly 
hoped so much are shown in the process of breaking down. Industrial life with 
its mixture of blessings and misfortunes is playing an ever-increasing part in 
Russian life. Nihilism and the recent revolutionary movement have their 
roots in the attempt to raise Russia in a generation from the conditions of the 
middle ages to those of the twentieth century. The same feeling of unrest it 
is shown is beginning to make inroads upon the hold which the church still has 
on the people. But in spite of its defective organization and its formalism it 
is still true that religion wields in the mind and heart of the average Russian an 
influence approached nowhere else in Europe. 

The chapters on present day Russia are excellently done but we have still 
to wait for a thorough study of the life and institutions of the great Empire of 
the North. 

Cuester Lioyp Jongs. 
University of Wisconsin. 


Boutroux, Emile. Science and Religion in Contemporary Philosophy. Pp. xi, 
400. Price, $2.00. New York: Macmillan Company, 1911. 


This is an excellent translation of a work destined doubtless to become a classic. 
Beginning with an introductory review of the status of religion and science from 
Greek antiquity to the present time, the author considers modern thought under 
two main heads: the Naturalistic Tendency and the Spiritualistic Tendency. 
Under the former he outlines the philosophies of Comte, Spencer and Haeckel; 
and devotes the concluding chapter of this part to a particularly interesting 
consideration of the contributions of psychology and sociology, in both of which 
religion itself becomes an object of science. Both substitute a consideration of 
religious phenomena for that of the objects of religion. Psychology fastens on 
the subjective aspects of religious phenomena. To resulting conclusions the 
sociologist objects. To him these are a tissue of sophisms; for the essence of 
religion is not to be found in the individual consciousness but in those social 
factors which thrust upon the individual “‘deeds or abstentions that are foreign 
to his nature.’’ Feeling and belief are the echo in the individual consciousness 
of the compulsion exercised by the community on its members. In the author's 
view both psychology and sociology fall short of affording a full explanation of 
religion. Religion is “that subjective content of consciousness which scientific 
psychology thrusts aside in order to attend solely to the objective phenomena 
that are concomitant.” As for the sociological explanation, no existing social 
organization could produce the religious attributes of the human soul. “At the 
root*of all social progress is found an idea springing from the depths of the human 
soul.” 

Four chapters are devoted to the various phases of the spiritualistic tendency. 
The pragmatic phase, or philosophy of activity, is criticised on grounds of the 
necessity of a strictly intellectual principle for science and for religion itself. 
The views of Ritschl, Sabatier and others, are likewise critically handled. The 
author’s own conclusion is that there is a necessary conflict between the spirit 
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of science and that of religion, but that from the tempering strife will spring an 
ampler, freer life. For science treats of the things without which man cannot 
live, religion of those without which life would not be worth while. 
C. McCrea. 


University of Pennsylvania. 


Boyd, William. The Educational Theory of Jean Jacques Rousseau. Pp. xiii, 
368. Price, $1.75. New York: Longmans, Green & Co., 1911. 


This appreciative yet critical review of Rousseau’s contribution to the progres- 
sive movement of modern education has especial interest and value for American 
readers. It is a clear analysis of the self-contradictory, yet self-complementary, 
message of the strange genius whose thought gave expression to a unique epoch 
in human development, and who became the most permanent record in litera- 
ture of a phase of democratic ideal which embodied itself in the extravagances 
of the French Revolution and in the stately phrases of our own Bill of Rights. 
Perhaps there is needless repetition in the treatment of the main idea; but Prof. 
Boyd is a teacher, and knows well the value of the cumulative and recurrent 
touch. We recall no book which gives so sane and balanced a point of view which 
at the same time is so commendatory of Rousseau, and ranks him so high in the 
educational leadership of the modern world. The especial usefulness of the 
book to American readers lies in the fact that here in the United States we are 
trying out experiments in the “new education’”’ which Rousseau first voiced in 
ideal, if he did not first lead in practical tendency. Prof. Boyd himself declares 
that “it is to the United States we must turn if we would see the re-incarnation 
of the Rousselian spirit at its best and at its worst,” and he quotes Prof. James’ 
arraignment of the “soft pedagogy which fe rgets the place of effort in life and 
education in the desire for interest” to give his statement weight. The im- 
mediate influence of Rousseau, as it is consciously perceived, can be seen here, 
it is true, in the “Child Study”” movement, and in some elements of ‘Mother's 
Club” work, and in some of the more sentimental phases of the kindergarten 
movement. Yet anyone intimately and broadly acquainted with educational 
tendencies in America would be likely to qualify Prof. Boyd’s remark by allusion 
to the fact that here we are consciously following Pestalozzi, Froebel and Her- 
bart when we are emphasizing the individualistic elements in education rather 
than Rousseau; and following them where they most distinctly modify if not 
antagonize Rousseau. Here in the United States also we are now so under the 
mass pressure of effort toward environmental changes that the social and external 
elements in education threaten the very life of that effort to create a free and 
noble personality which constitutes the spiritual essence of the ideals of all these 
educational reformers. It may, therefore, be said that while in our countfy we 
are still trying many experiments along lines indicated by Rousseau and his 
disciples, we are also, with wide range of conscious or unconscious swing, already 
deeply immersed in the still newer and more confusing tendencies into which the 
modern industrial and political condjtions have swept the school. 

Perhaps few of those who have worked with children rather than with the 
theories about them would accept quite the position of leadership assigned 
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Rousseau by Prof. Boyd. The value of both Pestalozzi and Froebel to educa- 
tional advance fibres upon a personal contact and study that one of Rousseau’s 
faulty character and undisciplined temperament could not have. To agree with 
Prof. Boyd that the “supreme merit of Rousseau is that he brought about the 
Copernical change in educational thought and practice” surely requires the 
modification which is elsewhere furnished in the text of the book itself. With 
fine insight Prof. Boyd sums up the genius of Rousseau as “voicing the deep 
heart-yearnings of an unhappy generation coming to consciousness of its own 
state and finding that consciousness bitter.’ This will distinguish him for all 
time as a force to be known and justly estimated, rather than as a leader, for 
our time at least, in educational reform. 

Each master change in the social ideal has had its necessary effect upon the 
ideal and method of education. And in order to understand why we wish to do 
thus or so with and for the children of a generation, in a particular country and 
condition, we must learn why the adults of that time and that country and that 
condition live andact in such or such a manner. It is as a key to the modern 
problems that Rousseau is most illuminating. 

The chief value of a book like that of Prof. Boyd's, is that it calls renewed 
attention to the fact that all that is best in the modern “social movement” 
dates back to a morning prophecy of the worth and distinction of the individual. 
The tax-supported public school of America was brought to being by such faith 
as that of Horace Mann in “the infinite improvability of the human race,” not 
alone through change of circumstance, but through development of personal 
power and character. While, as Prof. Boyd well says, Rousseau and many 
after him have thought of ‘education as a preparation for society but failed to 
see that education is also of necessity a preparation by society,” we are now in 
danger of secing the latter truth ang ignoring the former. It is the special merit 
of Prof. Boyd's presentation of Rousseau’s influence that it hints, if it does not 
fully expound, the present need for a deeper harmonizing of wider extremes of 
ideal than Rousseau’s thought could grasp, 

GARLIN SPENCER. 
New York School of Philanthropy. 


Bradford, Ernest S. Commission Government in American Cities. Pp. xiv, 
359. Price, $1.25. New York: Macmillan Company, 1911. 


This book is one of a series in ‘‘The Citizens’ Library of Economics, Politics 
and Sociology,” edited by Professor R. T. Ely. 

Part I traces the spread of the commission form and discusses in detail the 
agitation for and the salient provisions of the plans adopted, respectively, in 
Galveston, Houston, Des Moines, Cedar Rapids, Kansas, the states of the 
Upper Mississippi Valley, Texas and Oklahoma, Massachusetts, West Virginia, 
Tennessee and the South, and Colorado and the Pacific states. It also includes 
discussions of preferential voting and the City Managing Plan. 

Part II discusses comparatively the essential features of the commission 
plan: ‘The relative merits and provisions as to the small board, election at large, 
concentration of municipal authority, departmental responsibility; checks, 
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such as publicity, the initiative, referendum and recall; civil service, preferential 
voting and the limitations, objections and advantages of the commission plan. 

In the appendix are given the preferential ballot provisions of the Grand 
Junction plan, the text of the Iowa law—the Des Moines plan—and an excellent 
list of references. 

The author has used every available source for his information. Statutes, 
court decisions, newspapers, pamphlets, letters, periodical literature, commis- 
sion charters, reports of commission cities, all have received able and pro- 
portionate attention. More than this the author has personally visited many 
of the leading commission cities and has astutely analyzed local situations and 
results. The work is scholarly and of eminent merit. 

The author looks for the wide-spread adoption of the plan because of its 
simplicity, effectiveness and adaptation to modern municipal needs. He has 
examined results with care and overthrows the cry that is used when arguments 
fail—that the commission plan is still an experiment. He finds that it has 
aroused public spirit and self-effort and that it has and will lead to responsive 
and efficient government. 

Crype L. Kina. 
University of Pennsylvania. 


Brode, H. British and German East Africa. Pp. xiv, 175. Price, $2.10. New 

York: Longmans, Green & Co., 1911. 

Dr. Brode, for many years in charge of the German consulates at Zanzibar and 
Mombasa, gives us, in this small volume, a personal estimate of the progress 
and promise of two closely related tropical colonies. The story is told simply, 
and directly, and it will be a surprise to many readers to learn that these two 
colonies cover a region of about 700,000 square miles in area, say equal to our 
North Central States from Ohio to Nor+a Dakota and Kansas, and have a popu- 
lation of 15,000,000. 

In this region of exceedingly great promise there are dense tropical forests 
in the plateau scarp and tall mountains; gold in the Tabora reef; copra and 
sugar cane at the coast, and mangrove swamps for cutch; sheep and cattle on 
the great plains, and ostrich farming begun; rice in the flat land round Lake 
Victoria; exceedingly fine prospects for cotton in an area half as large as that 
in our own southern states; coffee; rubber, both native and from transplanted 
Brazilian trees; sisal of the highest quality, with an available area larger than 
that in Yucatan; and oats, barley, wheat, apples and strawberries, in Uganda 
and other highlands. 

It is good to know that the Germans have taken their science and ample 
education with them, and have established state schools quite generally, which 
“soon came into favor with the natives, after they had realized that no propa 
ganda was to be taught.” All the schools in the British protectorates are in 
the hands of the missionaries. Both British and German colonies have estab- 
lished agricultural experiment stations, and there is the most neighborly co-opera- 
tion in every line, looking to the improvement of conditions in the colonies. 
The Uganda railway from Mombasa, and the Usumbara railway in the German 
colony, running inland from Daressalam, are of the highest importance in the 
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development of the region. There is good steamboat service on Lake Victoria, 
and regular lines of steamers, both English and German, between the colonies 
and Europe. 
It is easy to believe that we are here witnessing the first stages in the making 
of two great nations. 
J. Goope. 


The Cambridge Medieval History. Volume I. Pp. xxii, 754. Price, $5.00. 
New York: Macmillan Company, 1911. 


The present work, planned by Professor J. B. Bury and edited by Professor 
H. M. Gwatkin and the Rev. J. P. Whitney, has long been a desjderatum. Drawn 
up on the same general plan as the ‘‘Cambridge Modern History” and enjoying 
the co-operation of recognized specialists in each topic discussed, it will occupy 
a place to itself, as no comprehensive work on the Middle Ages satisfying the 
demands of modern scholarship exists at present in any language. The nearest 
approach to such a work is Lavisse and Rambaud's “Histoire générale,” where, 
however, but three volumes are devoted to the period which will here be treated 
in eight. The first volume of the present series covers the two hundred years 
from Constantine to Justinian and is divided into twenty-one chapters 
apportioned among twenty contributors. This minute subdivision, while sat- 
factory in the treatment of the Teutonic migrations, occasions a regrettable 
lack of continuity in regard to the ecclesiastical phases of the period. 

In the first chapter, Professor Gwatkin, after discussing the proper line of 
separation between ancient and medieval history, takes up “Constantine and 
his City” and gives a general survey of his reign. Then comes a chapter on 
“The Reorganization of the Empire”’ by Professor Reid, where, after the dreary 
catalogue of imperial officials, follows the only adequate account in English of 
the financial administration and system of taxation in the later empire. Mr. 
Norman H. Baynes’ account of “Constantine’s Successors to Jovian”’ is followed 
by Principal Lindsay's discussion of “The Triumph of Christianity,” which brings 
out, though with scarcely enough fullness, the essential syncretism of the new 
religion in the fourth century and the dying out of popular paganism through 
the absorption of many of its features by Christianity. The religious history 
of the Nicene period is completed by a chapter on “Arianism” by Professor 
Gwatkin, and another on ‘‘The Organization of the Church”’ by Mr. C. H. Turner, 
wherein the later conciliar organization and the origin of canon law are empha- 
sized rather than the question of the origin of the episcopate. 

Chapters VII to XVI are devoted to the barbarians and the empire. Under 
“Expansion of the Teutons’’ Dr. Martin Bang discusses their original home, 
their relations with the Kelts and Romans and their movements up to 378 A. D. 
Mr. Baynes gives us the history of the “Dynasty of Valentinian and Theo- 
dosius.” ‘‘The Teutonic Migrations, 378-412,” are described by Dr. Manitius 
of Dresden. Chapter X, ‘The Teutonic Kingdoms in Gaul,” is divided between 
Professors Schmidt and Pfister, the former taking up the Visigoths to the death 
of Euric and the latter the Franks before Clovis with some account of their 
legal and political organization. To Professor Schmidt is also assigned the 
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Sueves, Alans, Vandals and the short section on Attila. One of the most original 
and valuable chapters in the book (Chapter XII), ‘The Asiatic Background,"’ 
by Dr. Peisker of Graz, describes the physical conditions of Central Asia and 
the social and economic status of the Altaic Nomads. This chapter explains 
the causes of the various Asiatic invasions that affected Europe during the 
Middle Ages and concludes with some interesting theories as to the ethnic com- 
position of the inhabitants of southeastern Europe at the present day. After 
a description of Roman Britain by the great authority in that field, Professor 
Haverfield, and a short account of the Teutonic conquest by Mr. F. G. M. Beck, 
Mr. Ernest Baker takes up the confused story of “Italy and the West” from 
410 to 476. Then follows “Italy under Odovacer and Theodoric,”’ from the 
well-known pen of Professor Maurice Dumoulin of Paris, and the purely narra- 
tive portion of thé volume is concluded by a survey of the “Eastern Provinces 
from Arcadius to Anastasius” by Mr. E. W. Brooks. 

The remaining five chapters are devoted to more general subjects—‘Re- 
ligious Disunion in the Fifth Century” by Alice Gardner, ‘‘Monasticism” by 
Dom Butler, “Social and Economic Conditions of the Roman Empire in the 
Fourth Century” by Professor Vinogradoff, ‘“Thoughts and Ideas of the Period” 
by the Rev. H. F. Stewart, and “Early Christian Art” by Professor W. R. Leth- 
aby. Of these, the chapters on Monasticism and Art, though full and accurate 
in detail, are disappointing as general surveys, being more encyclopedic than 
historical in their treatment; but the masterly study of Professor Vinogradoff 
will command the close attention of every student of the period. 

From this survey it will be seen that the “(Cambridge Medieval History” 
will prove an indispensable work to all interested in the Middle Ages. The 
principle of co-operative authorship secures the presentation of the latest 
researches on each topic, and to the general arrangement and divisions little 
objection can be raised at the present stage. The bibliographies of the various 
chapters are, however, open to severe criticism, not so much on the ground of 
contents, for, though there are some important omissions, the titles have been 
carefully selected, as on account of the lack of uniformity in citation and the 
careless proof reading. It is especially irritating to find such a variety of usage 
in the capitalization of book titles. It would seem that either the English method 
should be followed throughout, or, what is far more desirable, the practice of 
each country adhered to in referring to works appearing in its language. This, 
however, is not the case, and the utmost confusion prevails throughout in the 
bibliographies prepared by the English contributors. Needless to say the prac- 
tice of the continental contributors conforms to a stricter standard, though even 
here there is some confusion in referring to English works which should not 
have escaped the editors’ eyes. Other evidences of carelessness are to be found 
in the misspelling of foreign words, the separation of compound words, gram- 
matical errors, etc. A page of the bibliography with corrections noted on the 
margin looks like a first galley proof ready to be returned to the printer. It is 
to be hoped that the editors will exercise more care in the corresponding por- 
tions of subsequent volumes and enforce a uniform method ~f citation. 

A. C. HowLanp. 
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Chamberlain, Lawrence. The Principles of Bond Investment. Pp. xiii, 551. 
Price, $5.00. New York: Henry Holt & Co., 1911. 


The author of this volume is associated with Kountze Brothers, Bankers, New 
York, and is, in addition, staff lecturer on finance in New York University, 
School of Commerce, Accounts and Finance. This volume is the outgrowth 
of his work in the latter institution and embodies, of course, his experience in 
the banking business. 

The book is divided into four parts—the first dealing with general questions 
affecting investments, such as the channel of investments; the elements of an 
ideal investment; the relative advantages and disadvantages of stocks, bonds, 
mortgages and listed and unlisted securities. The second portion of the book, 
which is, by far, the best part of the volume, deals with civil loans. The discus- 
sion of the investment considerations surrounding United States, state, county 
and tax district bonds is the most lucid, thorough and complete presentation of 
the subject thus far offered to the reading public. The author’s experience, 
from the nature of the business of his firm, has necessarily been confined largely 
to this class of investments. The only criticism which can be offered to this 
portion of the work is that the knowledge of the author is so great about certain 
matters as to be embarrassing to him in confining his discussion to a necessarily 
limited space. 

The weakest portion of the book is Part III, dealing with corporation loans. 
The discussion covers railroad bonds and equipment trust obligations, steam- 
ship, street railway, gas, water, timber and reclamation securities. ‘The author’s 
analysis in many places is weak and confined to generalities of little practical 
value in guiding an investor or a student in understanding the fundamental 
principles and tests to which an investment should be subjected. It is to be 
regretted that this portion of the volume does not maintain the high standards 
set in the second part, or which is reached in the final portion of the book. 

Part IV deals with the Mathematics and Movement of Bond Prices. While 
nothing now is contributed to the subject, yet the lucid and simple style of the 
author and his thorough command of the questions under discussion, enable 
him to present this subject, necessarily difficult to the novice, in a manner easy 
of comprehension. 

Tuomas Conway, Jr. 
University of Pennsylvania. 


Davenport, Charles B. Jleredity in Relation to Eugenics. Pp. xi, 298. Price, 
$2.00. New York: Henry Holt & Co., 1911. 


For some years the author has been with the Carnegie Institution as Director 
ot the Biological Laboratory at Cold Spring Harbor, Long Island, and has also 
acted as Secretary of the Eugenics Section of the American Breeders’ Associa- 
tion. One of his most important tasks has been the collection of material bear- 
ing on the inheritance of family traits. After a brief introductory chapter on 
our present knowledge of cell life and growth, about one hundred and tifty pages 
of this volume are filled with family charts and descriptions showing how various 
traits descend generation after generation. So many diff characteristics 
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are discussed that even a digest is here impossible. It is the most comprehensive 
and important collection of facts in this field yet published in America and should 
be most carefully studied. 

In this book the author presents not only his own work but also much 
elsewhere issued. This means that it is of unequal value even though Dr. Daven- 
port seeks to interpret and explain. ‘For instance, his statement on page 83 that 
“a strong heredity bias towards alcohol runs through not a few families of the 
United States” may be true, but the evidence offered is meager and inconclusive, 
nor is the author certain apparently just what he thinks this bias is. It still 
remains uncertain how far we can analyze the condition we call neuropathic. 
With respect to some other conditions (e. g. feeble-mindedness) the evidence is 
overwhelming and the social obligation perfectly clear. In the main a definite 
plan of charting descent is followed, but some illustrations from other writers 
are given in the original form. ‘To have modified these to correspond to the 
standard would have been better, I think. 

In chapter four, The Geographical Distribution of Inheritable Traits, the 
author deals with various American communities. Inbreeding is not bad per 
se but the danger of defects is increased. ‘The author well says: ‘In the multi- 
plication of negative and positive traits we would see this plain difference—that 
negative traits multiply most in long established and stable communities where 
much inbreeding occurs, while positive traits are increased by emigration, as a 
fire is spread by the wind that scatters fire brands.” 

Chapter V is devoted to Migrations and their Eugenic Significance. From 
Europe have come strong as well as defective elements. Sometimes a whole- 
sale movement of the strong has resulted in local degeneration in Europe. The 
various nationalities are separately discussed but it must be confessed that the 
author’s comments are of the sort that do not rest on special study. He feels 
that the economic problems of immigration are more or less self-regulating but 
that we are somewhat neglecting the fundamental biological side. Our selec- 
tion cannot be based on race, but on individual characteristics. 

The Influence of the Individual on the Race is the title of the sixth chapter. 
Formerly individual characters were thought to be of minor importance because 
likely to disappear in later generations. Now that we know that such unit 
characters are permanent the individual has new significance. The descent of 
a number of American families prominent either in good or bad deeds is given. 
The question that must arise is: How much of this prominence is due to phy- 
sical peculiarities—how much to social situation? With our present standards 
of measurement not even Dr. Davenport can make satisfactory answer. 

In Chapter VII, The Study of American Families, we are told of the growth 
of interest in genealogy, and of some of the results to be expected from careful 
study. 

Chapter VIII, Eugenics and Euthenics deals with the old problems of 
heredity and environment. Dr. Davenport points out that disease, say tuber- 
culosis, raises the question of immunity as well as that of bacilli. We are too 
prone to jump to conclusions. Our legislatures are far more inclined to pass 
stringent laws than to vote money for investigations. Dr. Davenport is a con- 
_ firmed Magieion, Even admitting this, there will be many who regret that 
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on page 257 he apparently questions the wisdom of prohibiting the marriage 
of the feeble-minded. He may ‘well imagine the marrying of a well-to-do, 
mentally strong man and a high-grade feeble-minded woman with beauty and 
social graces which should not only be productive of perfect domestic happiness, 
but also of a large family of normal happy children.” It is to be noted that 
none of the families presented in the book shows such results and that so far 
as evidence is concerned they remain purely imaginary. This sentiment is 
apparently in square opposition to the standpoint of most of the book. What 
America now needs is to recognize the certainty of a goodly percentage of feeble- 
minded in such marriages not the possibility of normality. 

No person monopolizes good or bad traits. 'When we know more, we shall 
get better results. Society should study its physical make-up. The volume 
closes with a few words about present eugenic studies and an excellent 
bibliography. 

Dr. Davenport has produced a work of great significance. The problems 
it raises are by no means all settled by the evidence offered. These questions 
are fundamental and it is pleasant to recognize that they are coming into their 
own. May we hope that this book is but the forerunner of many more. 

CarRL KELSEY. 
University of Pennsylvania. 


Dickerson, Oliver M. American Colonial Government, 1606-1765. 


Price, $4.00. Cleveland: Arthur H. Clark Company, 1912. 


The scope of this monograph is indicated by the sub-title “A study of the British 
Board of Trade in its relation to the American Colonies, Political, Industrial, 
Administrative.” The author has made extensive researches in the manu- 
script records of the British Board of Trade and the Privy Council and in printed 
colonial sources. The results here presented are of value, not only for the history 
of this organ of imperial control, but also for the light cast upon various phases 
of American colonial and English institutional development. 

The first third of the book is devoted to the organization and development 
of the Board of Trade. By a study of the personnel of the board and its rela- 
tions to other administrative authorities in England a close connection is shown 
to exist between these two elements and the marked variations in the activity 
and influence of the board at different periods. It appears, furthermore, that 
after 1748 the board was more active and efficient under the presidency of 
Halifax than has been generally supposed. With regard to the diversely named 
committees of the Privy Council dealing with colonial affairs the interesting 
conclusion is reached that they are all one and the same; namely, a committee 
of the whole council designated by various titles. 

The remaining chapters contain an account of the imperial and colonial 
policies of the board, their application to the American colonies, and the reasons 
for their success or failure. Here such topics are treated as trade relations, 
defense, Indian relations, and colonial expansion. The use of the royal veto 
on colonial legislation receives an especially illuminating discussion. Copious 
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footnotes, containing much illustrative material, a critical bibliography of books 
used, and an index complete a work which is a substantial contribution to the 
literature of the subject. "waka 
W. E. Lunt. 
Bowdoin College. 


Dingle, Edwin J. Across China on Foot. Pp. xvi, 446. Price, $3.50. New 
York: Henry Holt & Co., 1911. 


Most countries have now been visited by tourists so often that they have become 
places in which there still lies interest for the traveler but no great chance of 
reaching regions unexplored. China, especially Western and Northern China, 
is an exception. Mr. Dingle’s journey takes him through a region little known 
even to those most familiar with the Far East. 

After a brief description of his trip up the Yangtze with its wonderful 
gorges, the author gives us practically the diary of his overland journey through 
the great rich inland provinces, Szechuan and Yunnan to Bhamo in British 
Burma. Most of this journey was taken on foot though “to save his face’’ 
Chinese custom demanded that a chair be carried by the attendants to show 
that travel afoot was not to be explained by lack of willingness and ability to 
pay for the cost of more luxurious travel. 

Szeehuan with its waving poppy fields, rich wheat harvests, and beautiful 
scenery furnishes a striking contrast to the squalor in which its people live. 
Wealth for the common people is unknown, comfort rare and cleanliness con- 
spicuous by its absence. The misery of the people and the richness of the land 
stand in striking contrast. 

Yunnan gives contrasts of the old and the new especially in mining. The 
old hand methods are giving way to German and English machinery. Already 
the consequences which will come with the approaching industrial revolution 
are beginning to make themselves evident. Southwest Yunnan the author 
found almost unvisited by white men. The description of the native tribes 
and their peculiar customs is the most interesting part of the volume. The 
Li-su, marauding tribes of Western Yunnan and the Shans and Kachins near 
the Burman border are all but untouched not only by Western but by Chinese 
civilization. 

Mr. Dingle’s book is not scientific. He makes no claim to being able to 
interpret what he sees in its historical relations but the descriptions are evidently 
by one who has a peculiar gift of appreciating what he sees and of interpreting 
it by contrast with more familiar western customs. The graphic word pictures 
are supplemented by over a hundred excellent reproductions from photographs. 

No one can fail to find this book entertaining. It says the first word about 
some things and the last word about none, it leaves one’s interest, as the author 
evidently intends shall be the case, not satisfied but aroused. 

CHESTER LLoyp JONES. 


University of Wisconsin. 


| 

‘ 

— 

— 

| | > 

| | 


Book Department — 


Earp, E. L. The Social Engineer. Pp. xxiii, 326. Price, $1.50. New York: 
Eaton & Mains, 1912. 


The author is Professor of Christian Sociology at Drew Theological Seminary. 
Dr. Earp is known as one of the most active and practical teachers in the Metho- 
dist seminaries, and his earlier work, “Social Aspects of Religious Institutions,” 
received favorable comment. He feels that within the church just now are 
groups anxious for social service who want something to guide them in their 
studies and this guidance he seeks to furnish. 

“All human life to-day is being socialized in consciousness and in activity.” 
This quotation might well stand as the motto of the bock, This involves con- 
structive programs, not merely relief. The great weakness in the church is the 
lack of social engineers. ‘We need a type of man who knows the value of social 
machinery, and how to run it, and is willing to stay on the job.” The volume 
is divided into two parts: (1) The Social Engineer in the Making, and (2) The 
Social Engineer at Work. 

The first part is really a discussion of social theory largely in terms of Cooley 
and Giddings. Social Consciousness, Organization, Classification, Efficiency, 
Progress, Friendship, etc., are the main topics. “In religious education we 
have been for years drawing out of the treasure house of knowledge the truths 
of the Word of God for human conduct, but for some reason we have not gotten 
the results in achievement for the human race that all this teaching would 
demand.” ‘The Sunday School has failed to connect its teaching with real life. 
The church should inspire for leadership. ‘The peril lies not in outer opposition 
but in the inner failure to meet the opportunities for service. The church fails 
to attract the multitude, its “spiritual death rate’’ is too large, it fails to lead 
present social movements. These, thinks Dr. Earp, are its greatest perils. 

art II is more concrete. Social service involves: “those serious altruistic 
activities of Christian people that help somebody out of difficulty and better 
the moral tone of the community.” 

The chapter headings indicate the ground covered, ‘How to Work the 
Specific Fields of Social Service,’’ “Socialized Charity,’’ ““Team Work for the 
Community,” “The City Problem,” “The Social Settlement,” ‘The Social 
Causes of the Boy Problem,” etc. These chapters are characterized by a good 
common sense attitude and teem with valuable suggestions. 

Naturally the main theme is the part the church may play. Naturally too 
the author is careful to emphasize that the newer viewpoints conserve the value 
of the old. To a large extent, even the old terminology is preserved and this is 
very wise when one considers the conservative background of the average man 
Dr. Earp is trying to reach. It is difficult to see how the most conservative 
could object to his programs, and yet his criticisms are keen. 

The chief cause of the “spiritual death rate’’ is “neglect of childhood by the 
religious social groups."". More provision must be made for the young. Our 
Christian resources must be conserved. In parts of cities and in some rural 
districts the church has lost ground often because of lack of adaptation. Our 
resources are largely wasted. Idle buildings, over-churched towns are a reflec- 
tion on Christians. These problems must be studied and solved. A new “Social 
Emphasis in Education” is coming. 
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The test of a text-book is the reaction of this class. Apparently Dr. Earp 
has produced a volume that will stand the test. It is to be hoped that many 
groups will make use oft. 

There is a good index and a bibliography. When another man prepares 
a bibliography one is usually surprised at certain omissions and certain inclu- 
sions Here I would only mention that to me it seems strange that Tuk ANNALS 
is not mentioned among the periodicals. 


r. Ketsey. 


University of Pennsylvania. 


Ellis, H. The Problem of Race-Regeneration. Pp. 67. Saleeby, C. W. The 
Method of Race-Regeneration. Pp. 64. Newsholme, A. The Declining 
Birth-Rate. Pp. 60. Price, 50 cents each. New York: Moffat, Yard & 
Co., 1911. 

The subject of race control—eugenics—has been agitated in England since 

Galton wrote his “Hereditary Genius,”’ but the active propaganda for negative 

and positive eugenics arose with the present generation. The leaders in this 

eugenic propaganda movement are represented in the series of tracts which are 
announced under the general title ‘‘New Tracts for the Times.” 

The three tracts under review are essentially similar in viewpoint, yet so 
skilfully edited that they do not conflict ir any sense. The general problem of 
race regeneration is stated by Havelock Ellis in terms of heredity and of environ- 
ment. After analyzing the numerous nineteenth century attempts to improve life 
through regenerations of the environment, Dr. Ellis writes a chapter headed 
The Problems of To-day. These he considers, first Sanitation, second Factory 
Legislation, third Child Education in its broadest sense, fourth a guarantee of 
sound parenthood. “The Next Step in Social Reform,” as might readily be 
imagined from the above outline, is, therefore, the education of the public in 
the problem of eugenics. Thus Dr. Ellis has thrown all of his emphasis away 
from the problem of income to the problem of increasing the standard of indi- 
vidual efficiency. Although the problem of income does not enter into the dis- _ 
cussion which he has outlined, he should certainly have given it a passing mention _ 
in connection with his analysis of present day problems. 

Dr. Saleeby’s well known advocacy of a militant form of eugenics lends _ 
special interest to his discussion of the method of race regeneration. Three — 
things, he maintains, are essential: First, we must believe that race regeneration 
is possible; second, we must believe in science; and third, in the nobleness of 
the cause of race improvement. Starting with this propagandic attitude, the 
author classes eugenics as primary and secondary. The primary problems deal 
with “Nature” or “Heredity;’’ the secondary problems with “Nurture” or 
“Environment.” “Natural Eugenics need not be discussed here,” writes the 
author, “‘because its various aspects are in constant discussion everywhere” 
(p. 6). Therefore, he confines himself to an analysis of the positive and nega- 
tive methods of eugenics. Those who are familiar with Dr. Saleeby’s “‘Parent- 
hood and Race Culture”’ will find little additional material in the present volume. 

“The Declining Birth Rate’’ is a compilation of birth-rate statistics together 
with a brief analysis of the causes and effects of the present high birth-rate in 
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low status families, and low birth-rate in high status families. Unfortunately, 
‘no adequate references are made to source material, an omission which seriously 
- impairs the value of any statistical work. 
:- There is a danger ever present in social discussions that the individual 
_ member of the community will be overlooked or entirely forgotten. Enthusiasm 
for the group may easily convert the eugenic program into a science as dismal 
as classical political economy, and it behooves the editor and the authors who 
are preparing subsequent volumes in this series to remember that society still 
consists of people. 
Scott NEARING, 
Ferriman, Z. D. Turkey and the Turks. Pp. ix, 334. Price, $3.00. 
York: James Pott & Co., 1911. 


University of Pennsylvania. 


No country of Europe is less understood or so much misunderstood as Turkey. 
‘The author secks to remove some of our misapprehensions. Turkey as a govern- 
ment full of decay and corruption is not discussed, but a picture is given of the 
varied national life and a charming description of the Turkish family. 
Many nationalities help to make up what Westerners call the nation, in 
_ fact there are so many racial and religious elements that Turkey must be con- 
_ sidered as a mosaic of hundreds of nationalities often as widely separated in 
_ history and customs as the English and Russians. Still there are common 
_ possessions which are plainly Turkish in the broader sense. The greater por- 
tion of three hundred pages is taken up with a detailed description of the 
family life. We have inherited a tradition that the Turkish family is polyg- 
~amous, that the wife is considered soulless, that the moral standards are low 
and the husbands are tyrants. This is all far from the fact the author assures 
us. Polygamy though legal is unusual and not only because of its expense, 
since each wife must be provided a separate establishment, but because it is 
unfashionable. The average family is one in which the wife enjoys quite as 
favorable a position as in western countries, the legal control of a wife over her 
_ -property is greater than it was until recently in England and in general the 
family relations de facio are quite as peaceful as in Christian countries. Yet 
- custom makes for a contrary appearance. Marriages are still made not by the 
preference of the parties but by the choice of their respective families and the 
male acquaintances of the wife are still confined to her immediate family. The 
seclusion of the Turkish home is still undisturbed—least of all by any wish of its 
women members. 
The ceremonies of funerals and church ritual are described in detail. Domes- 
tic service and the management of the household, cooking, dress and entertain- 
ment receive due attention. Domestic slavery in its historical phases and its 
present decline is described. Nominally the institution no longer exists, but 
the abolition of the slave dealers’ marts has not in fact brought the abolition of 
slave dealers. What slavery does exist is of a mild sort—resting often on the 
wish of the enslaved. 
One of the most interesting chapters deals with the Turk in his relation 
to his faithh Mohammedanism is a man’s religion—the only one of the great 
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Fisher, Herbert A. L. Political Unions. Pp. 31. Price, 35 cents. New York: 


ES pamphlets both devote some space to political unions within the British 


_ that is somewhat too sweeping. It may be doubted if it is yet quite true in the 
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faiths which finds its chief support among the male population. Gradually by 
interpretation and custom, “‘adet,” the rigid rules of the Koran are being modified 
to suit modern conditions, and the forms still observed have a meaning for the 
Turk for which many parts of our own rituals have no counterpart. The faith 
is a faith that makes faithful. Its teachings of cleanliness, honor, and duty are 
powerful influences in keeping before the people standards that make for a strong 
national life. 


J CHESTER LLoyp JONEs. 


Oxford University Press, 1911. 
‘ De Fronsac, Viscount. Liberalism and Wreck of Empire. Pp. 91. 
Price, 50 cents. New York: Neale Publishing Company, 1911. 


Empire. Beyond that they have nothing in common. 

The first is the Creighton lecture delivered in the University of London. 
Mr. Fisher in his usual brilliant style gives a descriptive survey of political 
unions. Beginning with an account of the circumstances attending the forma- 
tion of the South African Union, he proceeds to a consideration of the causes 
of the success or failure of various unions, and concludes with observations on 
the organization and working of some of the most important. As his exposi- 
tion necessarily includes many generalizations, occasionally a statement appears 


United States that “if the work [of framing the constitution] had to be done 
over again now, it is improbable that any American statesman or thinker would 
construct an executive so independent of the legislature, or a legislature so inde- 
pendent of the executive, or would assign to the several states of the Union so 
large a measure of autonomy as that which they still enjoy” (p. 21). But 
such instances are comparatively few. The general result is both stimulating 
and suggestive. 

The second pamphlet is a diatribe against liberalism in general and the 
imperial policy of the English Liberal party in particular. The nature of the 
contents is sufficiently indicated by the writer’s conclusion, that the only remedy 
for the evils produced by popular government in England is an armed invasion 
led preferably by the German Emperor, who, because of his theory of divine 
right, would presumably deprive parliament of its usurped executive authority. 
The discussion is acrimonious, and the views expressed are so warped by prej- 
udice as to be fantastic. Otherwise it is not distinguished from the great mass 
of partisan literature evoked by the recent constitutional crisis in England. 

W. E. Lunt. 


Bowdoin College. 


Forbush, W. B. The Coming Generation. Pp. xix, 402. Price, $1.50. New 
York: D. Appleton & Co., i912. 

The author makes the first virile attempt to popularize the concept of posteri- 

To him the coming gene ration isa Teal group of indiv iduals who, trained in 
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the activities of the siiinaiie iia shape the world of the future. His book he 
describes as “the first endeavor to furnish in a single volume, a short, readable 
account of all the forces that are working for the betterment of American young 
people”’ (p. vii). 

Starting with the home as the fundamental social institution, he asks the 
pertinent question, “why is it that, since parenthood is the business at which 
most of us spend three-fourths of our time, the state should allow it to be taught 
only to spinster school teachers?” Obviously such a situation is intolerable. 
The knowledge of the rights and duties of parenthood, of eugenics and of the 
first principles of education is essential to every one in a democracy. Then 
too, there is another side to the problem. It is not enough that children should 
be trained for parenthood, they must likewise be prepared for citizenship, and 
“inspired to hand down the torch, to endeavor to perpetuate civilization, to make 
the world better for their children and their children better for the world. This 
question is the latest thing in education and in religion” (p. 376). 

The author's viewpoint is keen and progressive. His authorities are sound, 
yet his book fails in the purpose set forth in his preface because he has not suc- 
cessfully correlated the factors involved in the shaping of the coming generation. 

Scott NEARING. 
University of Pennsylvania, 


Geil, W. E. Eighteen Capitals of China. Pp. xx, 429. Price, $5.00. Phila- 
delphia: J. B. Lippincott Company, 1911. 


History to be interesting, we have been told, should read like a romance. This 
book meets the condition. In describing the Eighteen Capitals of China, the 
author has written the history of the Chinese Empire with all the charm and 
grace of a romance. The forces that have molded and shaped the politics, 
literature, arts, religions and the social institutions are forcefully and interestingly 
discussed. ‘The keen diplomatic traits of the Chinese officials are clearly demon- 
strated. The vices and the virtues of the people are shown. Besides containing 
a wealth of historical data, the book abounds with Chinese folk-lore, excerpts of 
literature, and poetry. At the top of almost every other page is a Chinese 
maxim in Chinese and English. This collection adds greatly to the already 
high value of the book. In the light of the present situation in China one of 
these maxims is significant, “Even a tile will turn some day.” The real causes 
that have changed affairs in China are described in this book. The Old and the 
New China are strikingly contrasted. The heroic and noble works of the medical 
missionaries and the Chinese will stimulate to greater deeds all humanitarians. 
The book is beautifully illustrated. It contains more than one hundred and 
thirty photo cuts. So many of the written characters have been explained that 
we suggest to all contemplating the taking up of the Chinese language as a study 
that they first read this book. It will help them “‘to breathe the atmosphere.” 
CuTuBERT P, Newton. 
Crozer Theologicai Seminary. 
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Gephart, W. F. Principles of Insurance. Pp. xv, 313. Price, $1.60. New 
York: Macmillan Company, 1911. 


In this book a first attempt has been made to give a comprehensive survey of 
the field of personal insurance in a form that is available to the student. The 
author states in the preface that it “is primarily intended for the student in 
the classroom and for the general reader who wishes to know something definite 
about insurance."’ The literature of life insurance is so voluminous, so scattered, 
and much of it so technical that for the person who approaches the subject the 
first time the task of getting any clear concepts is, to say the least, a difficult 
one. The book is therefore opportune. 

As might be expected the larger part of the book is devoted to old-line 
insurance. The earlier chapters on history, theory of insurance, selection of 
lines, and company organization are excellent examples of how a great amount 
of material may be condensed into small space. Little is omitted that is of im 
portance. The discussion of selection of lives is a case in point. The hazard 
as affected by the company’s selection, by selection on the part of the insured, 
and the methods of treating sub-normal hazards are each dealt with in turn. 
An interesting touch which shows that the author has his finger on the pulse 
of the present and is something more than a scholarly recluse is his discussion 
at the close of this chapter on conservation of life and the relation of life insur- 
ance companies to the movement. 

The two chapters on premiums and policies leave much more to be desired. 
The attempt to confine the bulk of the actuarial side of life insurance to twenty 
pages might be defended on the basis of a desire not to emphasize this phase 
of the subject for beginners. But is not an intimate knowledge of policies one 
of the most important things for the student, and can the subject, therefore, be 
treated adequately within the limit of twenty-eight pages? The treatment of 
this subject seems entirely too meager. 

One of the most interesting parts of the book is that dealing with insurance 
of the wage-earner. No attempt has been made here to take sides on any of 
the mooted questions dealing with compensation, liability, or state insurance, 
but the subject as a whole has been outlined with amazing thoroughness, and 
the logic of facts is sufficient to pass judgment on some topics—for instance, 
the status of employers’ liability laws in the United States. 

If a general criticism of the book might be made it would be that an attempt 
has been made to put within three hundred small pages a subject, any adequate 
treatment of which would require at least twice that much space; and a second 
fault, following from the same brevity undoubtedly, has been the failure to 
include a number of policy forms, of which there are hundreds and which are 
so necessary in the study of life insurance. It may be suggested, however, in 
view of the attitude of most publishers at the present time, that these are not 
faults that can charged against the author. The great excellence of the book 
lies in its logical classification and, therefore, in its ready availability to the stu- 
dent. This is all the more noteworthy since the author had no precedents to 
follow. 

Bruce D. MupGeErtt. 
University of Pennsylvania. 
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Goodnow, Frank J. Social Reform and the Constitution. Pp. xxi, 365. Price, 
$1.50. New York: Macmillan Company, 1911. 


This volume, the Kennedy Lectures for 1911 in the New York School of Philan- 
thropy, is the seventh in the American Social Progress Series. Its primary 
purpose is to state the principles applied by our state and federal courts to cur- 
rent social reforms and to ascertain to what extent the Constitution of the United 
States, and, more important, the decisions reached thereunder, are a bar to the 
adoption of modern methodsof coping with economic, social and political problems. 

The author discusses, with astuteness and incisiveness, and with the care 
of a constitutional lawyer, the judicial precedents and the resulting judicial 
avenues and bars to social progress. The more important problems thus dis- 
cussed include government ownership, regulation and aid; the power of Con- 
gress to regulate navigation, transportation and other commerce, or to prohibit 
commerce save when conducted under congressional regulations; the power 
of Congress to charter interstate corporations and its possible power over the 
private law of the United States; the constitutionality of other political and 
social reforms. 

One of his most interesting conclusions is that, by passing a factory or labor 
code, whose observance would be necessary by all manufacturers desirous of 
engaging in interstate commerce, Congress could practically banish the worst 
of labor conditions. He shows that Congress has full constitutional power to 
create a system of interstate commerce under complete federal control, banish 
all distinctions between inter- and intra-state commerce, include within the 
federal system the manufacture or other production of goods to be passed in 
interstate or foreign commerce, and protect this system in all its details from 
any species of state interference. He finds that many political and social meas- 
ures which many now believe to be absolutely necessary to a permanent solution 
of our social and economic problems are probably precluded from adoption 
because of the attitude taken by our courts. Among these measures are old 
age and workingmen’s insurance when the recipient is not actually a pauper; 
the regulation of hours of adult male labor in any but the most utterly harmful 
trades; and the effective regulation of the use of urban land. 

The book cannot but make one ponder over the problem as to why our 
courts, whose decisions have been passed on a study of precedents and not suf- 
ficiently upon a study of economic and social conditions, whose decisions have 
usually lagged at least a quarter of a century and often two centuries behind 
economic needs, should be allowed to close to the American people the avenues 
open to other peoples or avenues Americans may themselves devise, to meet 
changing economic and social conditions with progressive and efficient means. 
Why should social legislation for the twentieth century be limited by judicial 
norms propounded in the eighteenth century? The book points to the need of 
socializing and modernizing our courts, constitutions, and juridical conceptions 
to the end that the courts may not forever take unto themselves undue sovereign 
powers, thereby thwarting the will of the modern state. There is eminent need 
for making our courts as well as our legislatures and administrators responsive 
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to the sovereign will of the people. Parliamentary government to that extent 
we must have. 
CiyveE L. Kina. 

University of Pennsylvania. 
Goodrich, J. K. The Coming China. Pp. xx, 298. Price, $1.50. Chicago: 

A. C. McClurg Company, 1911. 


The rapidity with which literature is being produced in order to record the 
changes now taking place in China is probably only exceeded by the changes 
themselves. Among the informed no one speaks to-day of China as the great 
static nation. No one charges the Chinese with being non-progressive. Changes 
have been taking place so rapidly as almost to threaten the solidarity of the 
Celestial Empire. The task that now confronts the educated group of Chinese 
is not one of instituting new movements but of giving intelligent direction to 
the modernism that is sweeping the country like a contagion. 

The present volume throws a flood of historic light upon the situation. 
The author has sought diligently to explain the course of events. Beginning, 
in the introduction, with a narration of the changes which he has observed 
since first he went, forty-five years ago, to reside in Swatow, “‘one of the smallest, 
most conservative of the treaty-ports,” he describes the attitude of the West 
toward a people whose ideas and institutions were not understood and the con- 
sequent creation of the hostile attitude of China toward the “Foreign Devils.” 
The internal history is narrated from the origin of the people in the highlands of 
Western Asia, through their subjugation of aboriginal populations, the dynastic 
regimes, the rule of the Mongol and the Manchu to the present possibilities of 
dynastic change, which, in view of present hostilities, is an exceedingly significant 
prophecy. “China has now thrown off so much of her ten thousand years’ 
accumulated stagnation and lethargy as to entitle her name to be coupled with 
the active, progressive, ‘hustling’ America; the unchangeable has been trans- 
formed into the changing; it is no longer military effort to force open doors that 
the keepers would still bar and bolt—or punitive missions of allies to extort 
compensation for alleged outrage; but the conquest is now to be one in which 
the Chinese themselves are to be as active in overthrowing their own obsolescent 
institutions as are the one time ‘outer barbarious.’ Furthermore, the radical 
changes of the past ten years which have almost startled the western world, 
the author regards as merely suggestions or prophecies of stupendous, almost 
cataclysmic changes that are soon to follow. 

The “Yellow Peril” the author regards merely as a bogey of “Undeveloped 
China.” The coming China with a completely reformed government, system 
of education, commerce, industry and army will have likewise a transformed 
national conscience which will make for international peace-and stability rather 
than war. “If China is to be like America in certain ways, how can she avoid 
approximating us in all? If there are to be railways, inland navigation, post 
offices, factories, and all the concomitants of advanced life, the blessings must 
be paid for; the standards of living must be raised, so that the dreaded com- 
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petition either disappears entirely or fades away into a dim future, when China 
has raised herself at home quite up to our standard.’”’” The entrance of the 
United States into the Far Eastern Arena is regarded as conducing to the better 
understanding and mutual advantage of both China and the United States. 

The book is a welcome addition to the rapidly growing literature that seeks 
to explain this most misunderstood nation of the world. 

J. P. LicoTENBERGER. 
University of Pennsylvania. 


Lindsay, Forbes. Cuba and her People of To-day. Pp. xii, 329. Price $3.00. 

Boston: L. C. Page & Co., 1911. 

This volume, with its soft, cream wove paper and its fifty superior full page 
sepia illustrations, is a beautiful example of the bookmaker’s art. But, better 
than this, is the study Mr. Lindsay gives us of the natural resources and economic 
conditions of modern Cuba. The style is simple and direct, yet it carries con- 
viction with it, and a well tempered enthusiasm. 

Three or four quotations may be given, which show that Mr. Lindsay has 
gone to the bottom of his subject. ‘Here is a country, small in extent, it is true, 
but as rich proportionally in natural resources as any in the world. It exports 
over $100,000,000 worth of the products of the soil annually. Yet less than 
half of its productive area is turned to account; and of its cultivated tracts 
only a small proportion is subjected to intensive treatment. Bad government 
and ill-judged commercial policy have retarded the development of the country 
which, under favorable conditions, might to-day be producing five times its out- 
put, and supporting a population five times as great as that which it has. . . 
(Cuba has an area of 44,000 square miles, and a population of 2,000,000.) 

“The economic condition of Cuba is as unfavorable as possible to the wel- 
fare of its population. Foreigners own practically everything in the country. 
The Island is exploited for the benefit of everyone but the natives. . . . 

“The country that produces but one great staple by the agency of slave 
labor, lays itself under a curse that will be felt long after the conditions have 
changed. For well nigh a century sugar-cane has been the one chief source of 
Cuba's wealth, and it has cast a blight upon everything else. The sugar industry 
has exercised a detrimental influence upon the material welfare, morals, and 
health, and the independence of the people in general. . . The only out- 
look for the Cuban is to serve as a hired man.” 

“A country may be greatly prosperous, and the mass of its people be miser- 
able in the extreme. Mexico is an example in point. Cubais another. . .” 
“On the guajiro (peasant) falls most heavily the burden of supporting the most 
expensive and extravagant government in the world. This because that govern- 
ment dare not bear too hardly with taxation upon the great corporations and 
wealthy property owners. . .” ‘Large tracts of land that are held by their 
wealthy owners at high figures, are exempted from taxation entirely.” 

This is the story of Cuba in a nutshell. One of the healthiest lands on 
earth, her death rate is next to the lowest in the list of nations; with a rich soil, 
and a climate inviting the production of every tropical commodity; producing 

n now, one-fourth of the world’s cane sugar, and one-sixth of the value of the 
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world’s tobacco; yet hopeless, so far as the production of an independent man- 
hood and a free government are concerned. 


Winter, Nevin O. Argentina and Her People of To-day. Pp. xiv, 421. Price, 

$3.00. Boston: L. C. Page & Co., 1911. 

The author of this volume is already well known for his similar works on Mexico 
Guatemala and Brazil; but in this latest work he has surpassed any of the 
earlier ones. The plan of the book differs very little from the others, separate 
sections being devoted to leading features, industries, activities and institutions 
with much to say about the people and their life. 

Two especially good chapters describe the metropolis and the rural sec- 
tions, giving thereby a sharp contrast of the two sides of Argentina. In these 
chapters the author shows plainly that he has been close to the real life of the 
country and has seen it both as an outsider and as it is for the Argentine. Realism 
is one of the chief merits of the book in all its parts. 

Here and there, perhaps, an occasional statement of too optimistic character 
has crept in, due evidently to the effect of such apparent boundless possibilities 
for development in many ways. But in general a very conservative attitude 
is maintained. For this the author is to be commended. 

Of the many books on this country the reviewer knows of no one which 
puts the reader more closely in touch with Argentina as it is than does this volume. 
A Many very excellent illustrations and a good map supplement a delightful text. 

Waurer S. Tower. 
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The most difficult problem confronting your committee is the selection 
of the general topic for the Annual Meeting. In order that adequate prepara- 
tion may be made it is necessary to select this topic nearly a year in advance, 
and the committee must, therefore, attempt to forecast the subject upon which 
the attention of the country will be concentrated at the time the Annual Meeting 
is held. The committee was particularly fortunate in the selection of the topic 
this year. At the time the sessions were held the subject of “Competition and 
Combination in Commerce and Industry” was in the foreground of public dis- 
cussion. The invitations sent by the Academy to the governors of the states 
and to the officers of national trade and commercial organizations met with a 
most gratifying response. At no time in the history of the Academy has our 
Annual Meeting assumed such a distinctively national character. 

It is impossible for your committee adequately to express its appreciation 
to those who participated in the sessions, and also to the large number of per- 
sons serving on special committees, who contributed their services to the success 
of the meeting. The Academy is under special obligations to the chairman of the 
local reception committee, the Honorable Charlemagne Tower, as well as to all the 
members of this committee. We also wish to express our obligation to those who 
contributed so generously toward defraying the expenses of this Annual Meeting. 
During the period of the Annual Meeting the courtesies of the University Club, 
the Union League, the City Club and the Acorn Club were extended to out-of- 
town members and guests of the Academy. For these courtesies we desire to make 
due acknowledgment. 

The proceedings of the meeting are fully set forth in the course of the volume. 
There were, however, a number of brief introductory addresses which the com- 
mittee desires to record in this connection. At the opening of the Annual Meet- 
ing, the President of the Academy, Dr. L. S. Rowe, extended the following greet- 
ing to the delegates and members: 

“In opening the sixteenth Annual Meeting of the Academy, I desire to 
extend to the delegates from the various states and from trade and commercial 
organizations a hearty welcome on behalf of the Academy. It is a gratifying 
fact that at this Annual Meeting we have had a most enthusiastic response from 
the governors of our states, as well as from the officers of naticnal commercial 
and trade organizations. Official delegations have been appointed by the gov- 
ernors of thirty-four states and by forty-four trade and commercial organiza- 
tions. To one and all of the delegates I wish to extend a hearty welcome. Let 
me also take this opportunity to express to the governors of the states repre- 
sented and to the officers of commercial associations the sincere appreciation 
of the Academy far their co-operation at this Annual Meeting.” 

At the session of Friday evening, March 29, Stuyvesant Fish, Esq., the pre- 
siding officer, said: 

“T shall try to merely preside—it is the only function I have. It is always 
ae. 
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_ a pleasure to come before this audience in Philadelphia, as I know by long exped- 
ence that the only thing I have to do is to introduce those who will address you. 
It is difficult, however, for me to introduce to you your own mayor, who is pres- 
ent, and I know you will all be very glad to hear from him.” 
The Honorable Rudolph Blankenburg, extended a welcome on behalf of 
the City of Philadelphia in the following terms: 
“It is my privilege and it will be your pleasure to learn that I shall be very 
brief. I did not come here this evening to deliver an address, but to extend to 
_ you, the members of the American Academy of Political and Social Science, 
to the guests and those present, a hearty welcome on behalf of the City of Phila- 
delphia. This is an unusual occasion. I believe twenty-five or twenty-seven 
states are represented here to-night, even our brethren from Canada have sent 
delegates, and I know we reciprocate their good wishes, as they reciprocate our 
good intentions. It is more than a pleasure for me, as Mayor of the City of Phila- 
delphia, to extend to you a most hearty welcome and to express the wish and the 
h pe that the sessions of this day and to-morrow will tend to bring about all 
_ the resuits for which the American Academy stands. A hearty welcome to all 
of you, ladies and gentlemen!” 
At the session of Saturday morning, March 30th, the presiding officer, 
Miles M. Dawson, Esq., opened the discussion with the following words: 
, “The subject, ladies and gentlemen, which we have before us this morning 
is the policy of Great Britain, Canada and Germany as compared with that of 
: the United States, with reference to industrial combinations, and is, as you 
- recognize, a continuance, under a slightly different form, of the discussion which 
ary we have already had and enjoyed. In all countries they have before them the 
- =e general problem as we of this country. A few conditions differ, but the 
r _ desirability, and in fact the necessity, of providing for the protection of the 
public in relation to the purchase of stocks and bonds, concerning which the 
a ublic should know something before purchasing, is as great in one country as 
another, as also is the necessity for providing for the solvency and reliability 
of corporations, not only to protect purchasers of stocks and bonds, but likewise 
to protect those who deal with the corporations. The necessity, moreover, 
for providing that the services may be performed at moderate cost, that extor- 
_ tion may not be practiced, is as important in one country as another. And 
lastly the more difficult question of getting good service is also in no wise different. 
“On these accounts, although the methods of government vary and the peo- 
_ ples themselves differ, the problems are the same as with ourselves. 
“While some of my neighbors live in a country which, so they say, never can 
_ do anything well, I have the good fortune to live in the best country in the world, 
with the best people, the best institutions, where we can do better than other 
people anything that they can do. That optimistic view of the United States 
is one we ought to adopt. We should learn from others; and, when we iearn 
of things being done successfuly in other countries, we ought to be ready and 
willing to take up these things and try to do them better. 
“Our first speaker this morning is the Hon. W. L. Mackenzie King, whose 
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Mr. King really requires no further introduction. I have the honor to intro- 
duce Mr. King.” 

The presiding officer of the closing session of Saturday evening, Murch 30, 
the Honorable John Hays Hammond, introducing the general subject of the eve- 
ning said: 

“When President Rowe honored me with the invitation to preside at this 
the sixteenth annual session of the Academy, he said that I was to use my own 
judgment, ipstssima verba, as to whether or not I should take part in the discus- 
sion this evening. I think I can convince you that I possess some discretion 
and possibly some other admirable qualities, in deciding not to take part in the 
discussion. 

“Little Jimmie was possessed of unusual discretion for his tender age, and 
when asked by his teacher the question, ‘Who discovered America?’ Jimmie 
was embarrassed, and said, hesitatingly, ‘Teacher, please ask me some other 
question.” ‘Why so?’ said the surprised teacher. ‘Because,’ said little 
Jimmie, ‘it is just this way. A few days ago Pat McGinnis claimed that a man 
from Ireland had discovered America. Tony Giovanni said it was an Italian, 
and after the fight was over, none of us little fellows could tell who did discover 
America’. 

“Now I do not intend to cast my hat into the ring on this occasion. I will 
leave the discussion of the subject to the heavy weights, and I use the term not 
irreverently, who are assembled this evening and who by their presence pay us 
honor. 

“Perhaps no one has done more to disseminate the useful though belated 
information as to the legal aspects of competition and combination in commerce 
and industry than the first speaker. Certainly no one has invested the subject 
with such live interest as our distinguished guest, through his zealous efforts 
as Attorney-General of the United States in the enforcement of the federal 
anti-trust law. I have the pleasure to introduce to you Hon. George W. Wick- 
ersham, Attorney-General of the United States.” 

In bringing the Annual Meeting to a close, the President of the Academy 
said: 

“At the termination of this extraordinary series of sessions, I want to take a 
moment of your time to express to all those who have participated in the sessions 
the sincere appreciation of the Academy for their valuable contributions. The 
standard set by this Annual Meeting is such that I must confess to a feeling 
_ of trepidation at the thought of preparing for the Annual Meeting of next year. 
To maintain the standard of this year will be no small task. 

‘With this expression of appreciation to the speakers, I wish to couple a 
word of thanks to the delegates, and to express the hope that we may have 
the pleasure of greeting them at the Annual Meeting of 1913. The Annual 
Meeting of 1912 now stands adjourned.” 
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